




The Economist 






FOUNDED 1843 


1953 





ONE SHILLING 


| 
| | JUNE 20, 
i] 
1 


Socialism in Dilution . . « «+ «+ J93 
France’s Crisis of Comscience . . 79§ 
[rading With Mao and Malenkov. 797 
Tugs and Towage « « + «© «© «© F9 


NOTES OF THE WEEK 
Revolt in Stalin Allee; What Does the West 
Say ?; Sponsoring or Censoring ?; The 
Three “Guilry Men”; Naval Occasion ; A 
Gesture to Turkey ; Last-Minute Grab ; Anxious 
Days in Prague; Ni ply ; 

I ess Report on ya; Labour «and the 
Schools ; Compentns for President te $ 
ius Takes a Back Seat.; Flight from Cam 
b bi Egalitarian ; A. Voice for 


Anomalies ; 
Italy ; Caribbean Federation ; Dutch Talks with. 


Mr " Butler. Ror 
BOOKS AND PUBLICATIONS 
LETTERS TO THE EDITOR , ° 


AMERICAN SURVEY 
Atom of Discord . . oa . tr, 
? prieve ~ for the 
Leadership 5 Peaceful 
Transfor ; ending the 
Labour Agreements ; Shorter Notes, 


THE WORLD OVERSEAS 
Dilemma Over the Jordan . ++ 822 
New Deal for the Ukrainians 
Integration in Eastern Busope a0, 


THE BUSINESS WORLD 
Steel Shopwindow ¢ « + « »® 
Engines for Ships.” ee ee re 


BUSINESS NOTES 

More Modest Funding; Counsel from Basle ; 

ial Transport’s § in 1952 ; Consolation 
Pa e for English 7 Falling 

Roll s-Royce and W, 


« 8to 


. 83 


Power for Industry ; Electricity at 1 Plant ; 
The Comet Crash; Ra Dividends with a 
Souci Trade ; Blame for the 


Princess Victoria; 
Lower Kaffir Dividends ; Sales After the 
Bud get; Cotton Imports as Before ; Disposing 
of Go ernment Zinc ; Shorter Note ; Company 
No 834 
STATISTICAL SUMMARY. . . . 845 





| | British Banking 
l Survey 
a 


PAGE &8¢5 


812 


er: Chic owe 


+ 829 | 


ne 


in Truce Talks Open; 





Socialism in Dilution 


HE Labour party’s new statement of policy, which was published 

on Wednesday, has some important merits. It rests, at least in 

appearance, on a reasoned assessment of Britain’s economic 
needs. It is sparing of the extravagant promises to which politicians in 
opposition are prone. Its Socialist prescriptions are more restrained 
than the left-wing victories at the party’s conference at Morecambe 
last autumn might have indicated. 

These are the document’s principal virtues. Inevitably, the policy 
as a whole makes sense only in its setting—the setting of party tension 
that has fashioned it. The result is confidently proclaimed as “a 
programme of action for the next Labour government,” offered to 
meet the “ Challenge .to Britain” ; but everyone knows that it is also 


.the outcome of a desperate’struggle to find the highest common factor 


of opinion within a party deeply divided and confused. It is salutary 
for the critic to think how different the programme might have been, 
if the Left of :the party had been allowed to have all its own way and 
the Right had made no recovery. at all from its demoralisation last 
autumn, — 

In fact, the Right’s recovery—its uphill fight against the doctrinal 
and emotional pressures. of the Labour movement—is considerable. 
A charitable judge might say that, considering the strength of those 
pressures, the Labour policy-makers should be congratulated for 
achieving. as much realism and moderation as they have. A bad policy 
may be understandable because it is the least. that- will fob. off the 


7 - Socialist zealots who are the constituency delegates at a Labour 


conference. But it does not on that account become a good policy, 
and it is difficult to find in “‘ Challenge to. Britain” much more than 
the negative virtues of compromise. The main proposals are mostly 
of a familiar kind. Controls on foreign trade and payments. will be 
tightened, and the sterling atea will become a closer association. Steel 
and road transport will be renationalised ; undefined parts of the 
machine tool, mining, machinery and chemical industries will be, in 
some sense, nationalised (the circumlocution “brought into public 
ownership ” is studiously preferred) ; powers of nationalisation will be 
held over some other industries; and various sorts of government 
control, supervision and aid to industry will be intensified. More aid to 
agriculture will be combined with more vigorous dispossession of 
farmers judged to be inefficient ; price controls will be renewed ; 
companies will in some way be forced to plough back their profits into 
the business. Health service charges will be abolished ; schools are to 
become “ comprehensive ” and there will be more technical education ; 
some private landlords will have their houses taken into municipal 
ownership. — 

All this, and particularly the economic policy, does not indicate 
much more than a new gloss on the inadequate improvisations of 
Mr Attlee’s governments. Discussion, both inside and outside the 
Labour party, will inevitably concentrate on the proposals for public 
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ownership, which are at least distinctive in that they 
break with the previous pattern of large, industry-wide 
public corporations. They are also closely tied, in the 
policy statement, to a recognition of Britain’s continuing 
economic difficulties, to an appeal to the public based 
on “the harsh facts of life.” That stands in welcome 
contrast to the Labour complacency of 1950, to the 
ostrich-like ignoring of the crisis in 1951. It is a 
frankness that comes more easily to a party in oppo- 
sition. The actual relation between the country’s 
economic needs and the Labour programme is probably 
as far as ever from being a relation of cause and effect. 
On the contrary, it would be more true to say that if 
the economic outlook had not in fact been highly 
uncertain the Labour policy-makers would have been 
compelled to imagine the country into difficulties. For 
the economic problem becomes, in the- new policy 
statement, the means by which the Labour party’s own 
conflicts can be resolved. For internal consumption 
within the party, it is presented as the reason for 
moderation, the reason why the social services cannot 
quickly be further expanded and why the programme 
of nationalisation is limited: 


Though the general case for nationalisation is com- 
pelling, we advocate nationalisation here only for those 
industries where the immediate national need makes 
the case overwhelming. 


At the same time, for general public consumption 
outside the Labour party, economic stringency is 
presented as the reason why men so sound and 
moderate as Labour’s leaders advocate “the drastic 
Socialist measures which alone can _ prevent 
catastrophe.” 


* 


The needs of economic policy are thus made a basis 
for compromise between the~right and left wings of 
the Labour movement. That is convenient for the 
writers of policy. Indeed, it is a very neat trick. But 
do they really believe that the result can be convincing? 
Within the party, the friends of Mr Bevan have already 
made their dissatisfaction public. When the programme 
is put to the Labour conference in the autumn, they 
will press for the nationalisation of some land, for a 
more precise commitment about nationalising the 


chemical industry, and no doubt for other leftward. 


variations of the policy. They may well succeed, for 
the programme falls somewhat short of the list of major 
nationalisation measures on which last year’s conference 
insisted. At present, however, the proposals deserve 
to be judged as they stand, and the question is whether 
the comparative moderation of their Socialism will be 
accepted by the non-Socialist voter as evidence of 
Labour’s competence to solve the national econonage 
problem. 

“ Challenge to Britain” offers little argument except 
a general principle: an industry should, it seems, be 
nationalised if its expansion can play an important part 


THE ECONOMIST, JUNE 20, 1953 


in increasing exports. But this, if it is proved at all, 
surely proves too much: it would justify a national- 
isation programme extending far beyond the undefined 
parts of three industries. They seem to be arbitrary 
choices, and no particular reasons are brought forward 
to explain them. It may be agreed that the machine 
tool industry, for example, has an obvious Opportunity 
both to save dollars at present spent on imports of 
machinery and to earn more foreign exchange by 
exports. But how will nationalisation (precise form 
unknown) help the industry to do so? Will the 
nationalised firms be more inventive, more flexible ? 
Will they take more risks ? Will they be more untiring 
in the search for markets ? Will they achieve a higher 
productive efficiency ? Will they cut costs more finely 
below those of overseas competitors ? Will they inspire 
more confidence in foreign firms buying machinery ? 
Will they be more prompt to expand their plant to the 
limit of the demands for its products ? All these advan- 
tages of public over private enterprise are conceivable. 
But most of them are hardly likely, and they certainly 
are not proven. On the whole, both argument and 
experience point very strongly the other way. 


* 


There is, indeed, a fundamentally false ring in this 
new doctrine of state ownership as the instrument of 
export expansion. If the underlying idea has any 
validity, it should lead to very different proposals. If 
there are gaps in Britain’s industrial effort, where state 
enterprise would economically expand capacity, the 
natural area to search for them is surely not in well- 
established industries such as chemicals and machine 
tools—industries well placed to obtain the capital for 
any expansion that the managements think worth while. 
The most likely field for state enterprise in an expand- 
ing economy is where private enterprise is undeveloped: 
in new industries and new products, where the risks 
are great and the private entrepreneur—in an age 
of capital scarcity and high taxation of profits—may 
well hang back. Even in this field, the case for state 
ownership (as distinct from state encouragement) 1s 
highly questionable, but at least it would follow logically 
from the idea of nationalisation as a means of economic 
expansion. The present proposals do not. 

The real point of these proposals is therefore open 
to little doubt. They do not express a new approach to 
nationalisation, a response to the economic problems of 
postwar Britain. There are Labour politicians and 
theorists who like to imagine themselves offering a new, 
entirely practical form of industrial organisation to plug 
the gaps of an inefficient capitalism. But there 1s 
nothing of this in the programme. Its proposals are t0 
take over what capitalism has already established ; 
indeed, they make nationalisation the penalty of success 
for the private firm, and they indicate ‘almost nothing 
about the changes in organisation that would follow oD 
public ownership. Though the form is different, the 
motive remains the same as that which inspired the 
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giant nationalisation schemes of 1945-48. It is the 
wish to “transfer the keys of economic power from 
private to public hands.” That is not done for the sake 
of economic expansion. On the contrary, it is done 
for the sake of Socialist doctrine ; it is done the more 
stubbornly because experience has shown that there is 
no real content whatever in the doctrine ; and it is done 
regardless of the disturbance to industrial management. 
That disturbance is likely to inhibit expansion in the 
short run, and the short run may well be decisive. 

\l this is greatly disappointing. A new Labour 
programme, a new enthusiasm on the Left, was the 
need not of the party alone but of a healthy British 


9 e ¢ 
France’s Crisis 

N the present crisis, which began on May 21 with 

the fall of the Mayer government, France is passing 
through a “ moment of truth.” No one, in the past 
weeks, has been more critical of France’s unworkable 
constitution and apparent helplessness than the French 
themselves. M. Reynaud’s speech to the National 
Assembly, when seeking in vain for a vote of con- 
fidence, will stand as a classical indictment of the 
Fourth Republic, M. Herriot, France’s eldef states- 
man, has described the present interregnum and sense 
of stagnation as more anguishing than anything he had 
previously experienced in his long career. Thundering 
from his Olympus, General de Gaulle has stated flatly 
that no link now exists between the will of the nation 
and the practices of its wayward representatives. Even 
the steady patience of President Auriol has been wear- 
ing thin as candidate after candidate for the premiership 
has been prevented from solving this eighteenth cabinet 
crisis in postwar France. 

Chis crisis, however, has brought far more than 
criucism and exasperation. It has liberated a great 
many ideas and political conceptions hitherto disguised 
for reasons of party expediency or from a wish to avoid 
a showdown with France’s allies. Things have been 
said about Indo-China, the European Defence Com- 
munity, North Africa, and France’s share in the burden 
of western defence, which cannot be unsaid. Whoever 
finally succeeds in obtaining the mandate of the 
Assembly, he will have to take into account the pro- 
grammes put forward by M. Mendés-France and M. 
Bidault, both of whom received a wide measure of 
Support. During these weeks of controlled anarchy, 
the French ship of state has subtly altered course and it 
'S an important question what course it will steer for 
Bermuda. 

Indo-China offers the clearest instance of a problem 
on which ideas, cautiously hinted at by statesmen, have 
Captured the attention and hopes of the French 
public. Any future prime minister knows that he will 
have to build with the difficult material left by M. 
Mendés-France, who, though he refused to give details, 


ee 
politics. “ Challenge to Britain ” is a poor outcomie of 
all the “ rethinking” that has been going on. The more 
cautious politicians and more inventive minds of the 
Labour movement may put a new gloss on the old 
doctrine ; they may give it some apparent relation to 
the immediate economic tasks on which these islands 
depend for their future livelihood. But if the relation 
is difficult to establish, it ‘is, apparently, the doctrine 
that must still be served. There can be no complaint 
about this, if it is what the active membership of the 
Labour party really wants. But if so the conclusion 
for the general public to draw is that a vote for Labour 
at. the next election will be a vote for blindness. 


of Conscience 


promised the Assembly that he would end the bitter 
war. He let it be known, moreover, that what he had in 
mind was some form of negotiation with the enemy, 
either directly with Ho-Chi-Minh, or within the frame- 
work of more general talks with Peking. M. Bidault, 
though he did not go quite so far, agreed that the 
burden of Indo-China was the central fact in 
France’s continuous economic and political disequili- 
brium and insisted that there must be a solution. 
Psychologically, moreover, Indo-China dominates 
French thinking about European integration and 
Atlantic defence, and it will come first on the agenda 
of any future government. 


* 


All too frequently the rest of the frée world forgets 
the extent of the French sacrifices in Indo-China. The 
French regular forces have suffered well over 80,000 
casualties in the Indo-Chinese war and the number of 
French officers put out of action equals the total 
number of graduates from Saint-Cyr for the past four 
years. France has spent in Indo-China an average of 
$1,250 million a year, or twice as much as it has 
received under Marshall aid. In proportion to national 
income per head and to manpower, France’s burden in 
Indo-China has far exceeded that of the United States 
in Korea or that of the United Kingdom in Malaya. 
More important, this seemingly endless struggle, which 
France’s allies tend to regard as a matter of course, has 
been solidifying Communism in France itself. Up te 
the present, no coalition government has succeeded in 
convincing the nation that the open wound in the Far 
East is either beyond curing or necessary to the safety 
of France. The Communists have branded it “ this 
dirty war” and*the one solution in which almost no 
Frenchman now believes is a clear-cut military victory. 
Everyone knows that whereas Indo-China is 7,500 
miles from France, Hanoi is only 90 miles from the 
armies of Mao Tse Tung. 

What, however, is the real solution in Indo-China? 
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Clearly, it is the creation and maintenance of an inde- 
pendent Viet Nam—preferably one that would freely 
choose to remain within the framework of the French 
Union, but in any case fully independent. The responsi- 
bility would then no longer be that of one country 
alone and France’s burden would be shared by the rest 
of the free world on whose behalf the war has been 
fought. This, nioreover, is the kind of programme for 
which France might expect to receive the fullest support 
from America, where the stigma’of “ imperialism ” has 
kept many people from seeing clearly what was involved 
in Indo-China. Unfortunately, however, relations 
between France and the Associated States have been 
deteriorating steadily and it now seems as if some French 
statesmen would find it easier to negotiate with the Viet 
Minh than with their own allies in Viet Nam, Laos, and 
Cambodia. More is involved than the potential loss of 
vital supplies of natural rubber and tin: what is at stake 
#8 a joint venture in democracy between the West and an 
Asian country of some twenty-five million people. 


* 


The feeling that France is being bled white in the 
Far East while Germany regains its former strength 
has been one of the main factors in the mounting French 
hostility towards the treaty for a European Defence 
Community. M. Bidault promised in his programme 
that EDC would not come up for debate until the Saar 
problem had been solved, until all the additional pro- 
tocols to the treaty had been signed, and until France 
could persuade the United Kingdom to draw closer to 
the European Community. M. Bidault was actually 
saying, in a polite and neutral manner, that the issue of 
EDC would, at best, be shelved until late autumn or 
winter. No other candidate before the Assembly will 
call for an earlier date or more pressing schedule. As 
a result, whoever represents France at Bermuda will 
have to admit either that the prospects for EDC are 
hopeless, or that the only hope is to wait. 

French statesmen feel that they do not wish to go 
further with EDC before the outcome of the West Ger- 
man elections is known or until it becomes much clearer 
than it is today what lies behind the flock of doves 
released from Moscow. The fact that their hesitations 
may contribute to Dr Adenauer’s ‘defeat and create a 
stalemate on the Saar, or that the Russian tune may 
revert to its old menacing key once it is clear that the 
European Defence Community is dead, has not 
impressed them. No one in France has offered any 
practical alternative to the EDC, and most people in 
Paris are now ready to admit that its collapse will not 
prevent the rearmament of Germany. Nevertheless, 
so strong is the mood of pure negation that there is very 
little prospect of a government that could afford to be 
any more realistic on this issue than its predecessors. 
The~ present French mood is founded on the hope 
of a détente with Russia and of an arrangement over 
Germany which will leave the latter unarmed and, at 
the same time, politely silence the voice of conscience, 
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with its American accent. This is not a politica] pro- 
gramme so much as the libretto of a day dream. Bur it 
will play an increasing role in French political life ang 
will have te be reckoned with at Bermuda. 

These conceptions, moreover, re convincing many 
Frenchmen that a cut in the defence programme is an 
essential part of any cure for France’s economic ail- 
ments. Admittedly, the French military expenditures, 
which represent nearly eleven per cent of the national 
income, have created a financial strain. Moreover. as 
is pointed out in the recent report of the French Com- 
mission on the Nation’s Economic Accounts and 
Budgets, the rearmament programme has hampered 
French export industries. It has retarded retooling and 
made it more difficult for them to respond to changes 
in world demand. The report also underscores the deep- 
rooted fact that behind France’s economic difficulties 
there lie thirty years of almost continuous inflation. 
France has been willing to accept neither the discipline 
of economic planning, nor that of a really free competi- 
tive system. -As a result, the economy has become rigid ; 
during inflationary periods production has not increased 
swiftly enough and during periods of falling demand 
prices have hardly declined, and what price decreases 
there have been do not find their way to the public. 
In France, moreover, inflation amd recession are 
simultaneous rathér than alternative perils. Under- 
employment is spreading, in spite of a budgetary deficit 
of 800 milliard francs—that is, of £800 million in a 
national income much smaller than the British. 


* 


That this state of affairs is as unfortunate for France’s 
friends and allies as it is irritating to them goes without 
saying. It does not follow, however, that they can do 
anything about it. External pressure and advice can 
often produce the opposite of the result intended, par- 
ticularly where wounded pride is concerned. Even the 
repetition of what seems, outside France, to be the 
obvious truth that many of the problems of the French 
people would be solved, and the rest mitigated, if only 
they would give themselves an effective form of govern- 
ment—even this truism may act as an incitement to 
obstinacy. Nobody can help the French until they are 
at last. ready to help. themselves—indeed, the key to the 
whole problem lies in finding means to break through 
the present apathy of the average Frenchman. There 
are observers both inside and outside France who, for 
this reason, want the crisis to get worse and worse, 10 
the hope that, as has happened before, at the fifty-ninth 
minute of the eleventh hour, a statesman will appear (1! 
might this time be M. Vincent Auriol himself), who 
will form a government strong and broad enough to 
carry out the necessary reforms. This can be no more 
than a hope, and a rather desperate one. But if the 
moment of redemption comes, others must be ready 0 
help. The plans of the free nations may for a time have 
to be drawn up without counting very much on the 
French. But they cannot get very far without France. 








ere 
for 
10 
nth 


vho 
| fo 
ore 
the 
y t0 
ave 
the 
nce. 





tue ECONOMIST, JUNE 20, 1953 


797 


Trading With Mao and Malenkov 


F AST-WEST trade is in the air. It will be a focus 
‘. of interest in coming weeks, whether peace is made 
, Korea or not. Nor will this be wholly due to the 
ymmunists’ intensive propaganda. They, no doubt, 
vill claim the West’s growing attention to the subject 
,5 the fruit of last year’s Moscow economic conference 
:nd of the subsequent tireless campaigning by Moscow- 
sponsored bodies. They could hardly be more in error. 
[n point of fact, the free world was deterred rather 
‘han attracted by the propagandist ballyhoo staged at 
Moscow by Mr Nesterov and his team, who blew 
monstrous bubbles of fantasy that were all too easily 
pricked (on: was an offer of 3,000 million roubles’ worth 
of Soviet capital equipment for South-East Asia). If 
western businessmen are now ready to take east-west 
trade more seriously, it is precisely because the Com- 
munists have dropped their “ Nesterov figures.” 
When, earlier this year, the Communists took up a 
long ignored invitation to trade talks at Geneva under 


the auspices of the UN Economic Commission for 


Europe, they still demanded strategic goods as the price 
of broader trade ; but they eschewed propaganda and 
gave the impression of men genuinely, if uncomfortably, 
in search of straightforward deals. Their behaviour 
reinforced the growing belief that the Communist world, 
faced with the task of industrialising China, with 
economic strains and stresses in eastern Europe and, 
perhaps, with the need to relieve the Soviet citizen’s 
austere living conditions, now at last wants trade with 
the free nations for other than strategic reasons. 
Appreciation of this fact is of great importance at a 
moment when the news. from Korea is turning many 
in the West to thoughts of freer trade with China and, 
indeed, with the whole Communist world ; while the 
news from Moscow makes others wonder what cards 
the West can play to induce Stalin’s heirs to come to 
reasonable terms. 

What is now the right course to take as regards trade 
with the Communists ? Should the apparatus of con- 
trols which the free world has built up, largely under 
the pressure of the Korean war, be dismantled if that 
war now ends ? Should it remain intact even if peace 
comes in the Far East and the Communists continue 
to make conciliatory moves elsewhere ? Or is there a 
third course to be followed ? Before these questions 
can be answered, it is essential to establish the truth 
4 bout east-west trade. Few subjects are veiled by more 
llusions carefully fostered by interested parties. 

(o begin with a crude but surprisingly widespread 
error, it is mot true that current restrictions amount 
to the virtual strangulation of east-west trade. Between 
1950, when the Korean war began, and 1952, the first 
tull year of the operation of the Battle Act, western 
Europe’s exports to Russia and its European satellites 
fell by only 13 per cent. In Europe: alone, east-west 


exchanges in 1952 totalled over £555 million. Even 
the United States bought $28 million worth of goods 
from Communist China in 1952. » 

It need scarcely be said that this trade in non-strategic 
commodities in no way endangers the free world. But, 
since many people have the impression that the United 
States, while maintaining its own tariff barriers, con- 
stantly presses its allies to reduce all their trade with 
the Communists, it must be recalled that both Mr 
Dulles and Mr Stassen have recently defended the 
right of other western countries to deal in non-strategic 
goods with Communist nations. Moreover, the 
administrators of the Battle Act, which requires the 
suspension of American aid to any country that supplies 
the Communist bloc with strategic goods, have shown 
a remarkable understanding of their allies’ difficulties 
in operating their admittedly cumbrous mechanism. 
It is not so easy as some pretend to find here a clear-cut 
divergence between the United States and its allies. 

More dangerous than mistaken ideas of the current 
condition of east-west trade are illusions about its 
potentialities. It is often argued, and not only by 
Communists, that by trading more actively with the 
East the free nations can rid themselves of unemploy- 
ment, raise their standards of living, and have done 
with their dollar problems. This is to ignore the most 
obvious limitations to the possible scope of east-west 
trade, namely, the hard facts. 


* 


Let us first consider the Communist bloc as a source 
of supplies. In the past, Britain has been among Soviet 
Russia’s best customers. Yet the highest percentage 
of total British imports ever supplied by the USSR 
was 3.75 per cent in 1931 ; and the average for 1935-38 
was only 2.2 per cent. The five countries which are 
now Russia’s European satellites—Poland, Czecho- 
slovakia, Rumania, Bulgaria and Hungary—provided 
only 2.5 per cent of British imports in 1935-39. The 
postwar picture is even less encouraging. Although, 
under the Marshall plan, the western countries made 
great efforts to revive trade with eastern Europe, their 
success was limited ; in 1949 the satellites could provide 
Britain with only 1.14 per cent of its needs, while 
Russia provided 0.7 per cent. A similar sharp fall 
took place in the Soviet bloc’s total shipments to western 
Europe, and the reason is not far to seek. Before the 
war the pattern of trade was mainly an exchange of 
eastern primary products—timber, grain, foodstuffs, 
and coal—for western manufactures. But as soon as 
the Communists gained control over the satellites, they 
hastened to free them from this “exploitation” by-. 
expanding industry. Meanwhile, industrialisation was 
also pressed forward in Russia. Inevitably, the East 
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now has less to export of precisely those few commodi- 
ties of which it was once a useful source for the West. 
Thus Russia, which before the war provided 14.5 per 
cent of Britain’s imports of wood and timber, provided 
in 1948-52 only §.5 per cent of a much smaller total. 
Grain shipments from the satellites to western Europe 
fell from an average of 2.6 million tons in 1934-38 to 


_ 0.3 million in 19§1-§2. 


It is clear that the trend to industrialisation, and 
with it the decline in exportable surpluses of primary 
products, will continue. Yet it is inconceivable that 
the Communist bloc, in ceasing to export primary pro- 
ducts, can become at any early date a major exporter 
of the products of industry. its own needs for such 
products afe enormous, now that it has engulfed China ; 
and there is still no sign of the machinery and equip- 
ment that it has promised to Asiatic countries. 

If we turn to consider the Communist bloc as a 
market for western products, a somewhat similar picture 
appears. The USSR has never been a major market, 
and since the war it has proved an even smaller one. 
In 1935-38 only 3 per cent of British exports went 
to Russia, in 1948-52 only 0.8 per cent. The satellites, 
which before the war took 2.1 per cent of Britain’s 
exports, took only 1.34 per cent in 1949. Yet Britain 
is western Europe’s largest exporter to the Soviet bloc. 
It is true that the bloc also buys wool, rubber, cotton 
and jute from the oversea sterling area, but except in 
the case of rubber, of which Russia bought about ten 
per cent of the sterling area’s exports in 1952, it Is not 
an important market for these commodities. The Soviet 
bloc buys virtually no consumer goods ; and although 
at Geneva in April the eastern delegates hinted at a 
less rigid policy in this matter, it was noticed that, 
while precise about their demand for sponges and ping- 
pong balls, they retreated into vagueness when offered 
cotton textiles. In China, prospects for western con- 
sumer goods are even less promising ; if and when the 
Peking government is in a position to buy such goods, 
it will hardly look further afield for them than Japan, 
where it can pay its way with coal and soya. 


* 


There is no doubt that China, and to a lesser extent 
other Communist countries, urgently need quantities 
of capital equipment. That, however, does not oblige 
the West to. provide them. Three difficulties arise. 
First, given the Communists’ limited exportable sur- 


pluses, how do they propose to pay for such purchases ? - 


The fact that they have been able to pay for the modest 
purchases they have hitherto made gives no assurance 
that they could finance a much expanded import list. 
Second, the equipment they seek most urgently is also 
needed by other countries. Is it wise to disappoint a 
friendly and reliable customer in order to sell to a 


country whose intentions are veiled in darkness ? No- 


prudent businessman would commit himself deeply to 
a firm that hid its affairs from the world as rigorously 
as do the Communist states. Indeed, the third difficulty 
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is that to the Communists trade has become a political 
weapon, to be wielded ruthlessly and without warning. 
Can the West afford dependence on eastern supp! ics 
or markets that, at a critical moment, could be «.))- 
jected to sharp economic pressure for political end, ; 

From all this it is clear that, even if there were ». 
question of restricting east-west trade in order to |im:it 
the striking power of a potential aggressor, the vision 
of vast eastern markets and sources that are now dang) +d 
before the West’s nose would remain just as unre. 
The West has-far less to gain from this trade than :)< 
East, and it has every reason to approach it with caution. 
It is surely time that this was made clear to the Com- 
munists. As long as they remain unyielding and unco- 
operative on the major issues that divide the world, 
the West can hardly be blamed if it declines to heip 
them out of their economic difficulties at small gain :) 
itself. If it did so without naming terms, it would be 
throwing away one of the few cards it now holds. 

But if that card is to be played in such a way as to 
extract the maximum of reasonableness from the Com- 
munist bloc, it must be played by a single hand. For 
individual nations in the free world to break away and 
seek private deals with the bloc at this moment of 
détente would be fatal not only for their partners but 
also for themselves. The Communists are doing !! 
they can to tempt free nations into such short-sighte4 
ventures, and there is probably only one way of ensur- 
ing that they do not succeed. That is to continue to 
operate the international mechanism through which the 
free world has been restricting east-west trade in 
strategic goods, but to extend its present purely negative 
functions so that it can hold out to the Communists 
positive propositions of expanded trade in return ‘or 
clear acts of political co-operation. In this way, and 
in this way only, east-west trade might now be of great 
service in helping to free the world from its present 
fears and dangers. 


— 
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Tugs and Towage 


N HENEVER a big liner is plucked out from the 
\ dockside by a tug, manceuvred past the dock gate 
against wind and current and guided, helpless, through 
, crowded anchorage to the open sea, the tugmaster, 
casting off the towrope, may well feel contempt for the 
iob of the skipper on the bridge high above him who 
has little to do but set a straight course for the next 
harbour. For the majority of tug masters have never 
gone to sea, any more than their fathers or grandfathers 
who were “ tuggies ” before them ; have never, in fact, 
save for the exigencies of war, served in any but their 
home port. Towing is a highly specialised skill, learnt 
from boyhood on the deck of a tug and nowhere else. It 
depends on knowing a particular port blindfold, and on 
having a long expetience in manipulating at the end of 
a rope a ship of up to a hundred times the tug’s own 
tonnage. As ships have grown bigger their elbowroom 
in docks and crowded waterways has grown less, while 
they are almost impossible to steer at low speeds. 
Wherever there are docks there are tugs. They 
number about three hundred in the United Kingdom. 
Although tugs have increased in power over the years, 
their size is strictly limited. Seldom over a hundred feet 
in length, their horsepower is anything up to 1,200, 
which means that their hull-space holds mostly engine. 
Besides the familiar tugs that help vessels to their 
berths in harbour, there are two other kinds of tug: 
little craft tugs for handling lighters, and big coastal or 
ocean-going tugs for long-distance work. London is 
pre-eminently a lighterage port ; that is, ships unload 
some 80 to 90 per cent of their cargoes, not on to 
quays, but directly into barges for distribution by water 
up and down the river. There are upwards of 7,000 
lighters, or “ dumb barges,” on the Thames, and the 
300 Thames craft tugs, which tow up to six of them at 
a time, are built especially small to turn closely in con- 
gested docks, to work at tidal wharves and to pass 
bridges at high tide. These tough little ships shoot 
round bends and through arches on a three-knot tide, 
swinging behind them craft with no independent con- 
trol, strung out to three times their own length. They 
may work from Brentford to Tilbury, picking up and 
dropping dozens of lighters inthe course of a single 
trip, shouldering their way among moored craft to 
single out the ones they want. Some of them are 
confined to specialist work ; but many of them are 
“ seekers ” hailed at the dock gates for casual work, and 
doing a little ship towage for smaller vessels on the side. 
Ocean-going tugs are much rarer. Before. the war 
the Dutch monopolised fong-distance towage, which 
they had developed as a means of transporting their 
floating docks and dredgers to the Far East. France, 
and later England, were only preparing to challenge the 
Dutch position when war broke out. Today the United 
Kingdom has thirteen ocean-going tugs capable of 


working in any part of the world, and they have shared 
with the French and Dutch vessels a postwar boom wm 
long-distance salvaging for breaking-up, and in towing 
dock units and dredgers to newly developing areas. 
Obtaining this kind of work depends not only on tender- 
ing competitive prices, but on establishing with under- 
writers such a reputation for success in these risky 
undertakings as will keep insurance premiums down. 

Tug owning is a self-contained and rather conserva- 
tive little industry of its own. Most of the forty-odd 
ship tug firms are family businesses with local roots ia 
their own ports; only one firm has extended its opera- 
tions to cover two rivers, and very few have financial 
interests outside towage. Half a dozen of the leading 
firms have fleets of twenty-odd vessels, and the rest ate 
owned by small concerns in threes and fours. Outside 
the commercial field there are two large corporations 
owning tugs, neither important competitively, the Port 
of London Authority and the Docks and Inland Water- 
ways Executive. The latter acquired a number of tugs 
from the railways, but these are not operated as one 
fleet ; they are not numerous, and compete locally for 
business, usually at local prices. An attempt to establish 
a monopoly for the Executive’s tugs at Immingham was 
successfully challenged last year, but such strident com- 
petitiveness is decidedly rare. Elsewhere, agreed scales 
of charges and a peaceful division of labour between rival 
owners suggest a state of affairs that, in any other 
industry, would be called monopolistic. In London, for 
example, all the ship-towing in the long stretch of river 
between London and Gravesend is shared between three 
firms whose charges are agreed. 


* 


The case of the little craft tugs on the Thames is 
somewhat different. All but forty-of them are owned 
as an adjunct to other businesses, mainly by lighterage 
firms or wharfingers. The dozen owners whose craft 
tugs go “ seeking” for work are inevitably competitive, 
in the tradition of the old tug industry of pre-1914 days, 
when ship tugs themselves were all seekers, and ruth- 
lessly competitive seekers, too, according to the colour- 
ful stories. Different again is the ownership of the 
ocean-going tugs. These thirteen vessels are divided 
between four owners, only one of which is a specialist ; 
of the others, two are ship-tug firms, and the fourth is 
Metal Industries Ltd., which entered the business 
chiefly to bring home ships for scrap. ; 

Although the three branches of the towing industry 
never encroach upon each other’s work—cannot in fact 
do so, since the small tugs lack.the power and big tugs 
the manceuvrability—and although their organisation 
is so different, yet they all have one major problem in 
common: utilisation. Towage by its very nature is a 
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service that must wait upon the convenience of other 
craft, and the strong tendency towards amalgamation 
and local working agreements in the ship-towing branch 
is a natural attempt to decasualise employment. 

The problem of utilisation is especially pressing 
because of the very high fixed costs of operating tugs. 
To begin with, tugs are dear to build in relation to their 
size. Each is designed with a particular job in mind, 
and no two are exactly alike, while their need to with- 
stand rough treatment, and stringent limitations on the 
dimensions of all but ocean-going craft, make the fitting 
of the necessary equipment into the “ box of tricks” a 
specialised job. Today, an average sized ship-tug can 
cost anything up to £100,000. But initial cost 1s not 
the only difficulty. In the ship-tug branch, for example, 
most tugs now in service are steam powered, and the 
cost of keeping them standing by with steam up and a 
full crew in pay is not appreciably less than the cost of 
working them. Much idling is, of course, inevitable 
because of tides and weather, or because a waiting tug 
is too small for a job on hand—or too big. At some 
sacrifice in quick manoeuvrability, ship tugs are turn- 
ing to diesel power, which is more economical for inter- 
mittent work ; but so far this affects only a fraction of 
them. For craft tugs, dependent on the movements of 
thousands of lighters and many small ships, the periods 
of complete idleness are less, although the penalties of 
underemployment are just as great. 


* 


But for the coastal and ocean-going tugs, under- 
utilisation is the chief hazard. These big tugs are too 
unhandy for ship work in close harbours, and unless 
constantly supplied with contracts for long-distance 
tows they have few other uses—except to hit the head- 
lines by clearing a whale off a bathing beach. More- 
over, these long slow tows are generally too risky in the 
winter season, and for many months the ocean tugs are 
driven to rely on salvage and rescue work, uncertain in 
its incidence but, as it is occasionally very lucrative, 
sufficient to keep many of them standing to round the 
coast in bad weather, a very considerable service to 
shipowners and underwriters. The case of the Turmoil 
is probably the greatest gamble in the whole industry. 
She is one of the biggest class of tugs in the United 
Kingdom, of 4,000 h.p. and a range of 17,000 miles, 
and for the six winter months she lies at Falmouth 
ready at an hour’s notice to proceed to a rescue in any 
part of the North Atlantic. In the Azores, her Dutch 
rival is also straining at the leash waiting to race her for 
the prize. And, as with the famous Flying Enterprise, 
she may be cheated of a salvage award in the end. 

Charges for ship towage vary. from port to port in 
their increases on 1939, but the average increase is only 
about 100 per cent. This is quite astonishingly little 
in view of a quadrupling of building costs and probably 
a trebling of operating costs over the same period. 
There are two factors responsible for this apparent 
discrepancy. The first is a much greater intensity of 
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use, ‘a pastty to amalgamations of competing firms 
and partly to the time-saving use of ship-shore  walkie- 
talkie” radio ; but more generally it is the result of the 
greatly increased trade in United Kingdom ports «ince 
the end of the war, which has eased the utilisation pro- 
blem considerably. 

The second factor is the allowance made for depre- 
ciation. Of the three hundred ship tugs in use, only 
twenty have been -uilt since the war and another twen: y 
bought from the Admiralty were built in wartime. 
Unlike other shipping tonnage, more than half of which 
is post-1939, nearly seven-eighths of the ship-tug flect, 
is old—some of it very old, built at Edwardian prices 
and still in service. Present charges no doubt show a 
comfortable profit with depreciation reckoned on 
historical rather than on replacement costs, but this 
industry is exceptional in having such a high proportion 
of fixed capital whose units are large and predominantly 
of prewar, low-cost origin. It is probable—indecd it 
is virtually certain—that for an industry running ino 
a period of high-cost large scale replacement, its depre- 
ciation policy and present low charges are creating a bad 
problem for the future. 

So far, however, there are no signs of distress, Thi: 
old-fashioned industry of family firms, each unobtru- 
sively ploughing its own harbour and taking no notice 
of the others, is content to know that its services arc 
indispensable, so that if merely financial problems arise, 
they will not go long unsolved. 





Local Government Reform 


The Legislature was certainly not aware in 1834 of the 
great importance that would come to be attached to i): 
new division of the country into Poor Law unions then 
made, or it would probably have taken some more pain: 
with the subject. They were founded in the main on 
population, with some disregard of ancient boundaries. 
On the unions so formed, the new act for registenng 
births, marriages, etc., was framed ; but the Poor Law 
Amendment Act does not extend over the whole ©! 
England and Wales, while the Registration Act does, and 
for its purposes England is divided into 624 new district: 
The Census Act directed that the population should be 
enumerated in the districts and sub-districts under the 
registration offices, which were im the main founded 0» 
Poor Law unions. Hence it has come to pass that th« 
most important of all statistical collections, and we may 
even say of our secular arrangements, are now based on 4 
modern institution for the relief of pauperism. ... Ovr 
Government has neither preserved unaltered the ancic'! 
landmarks like some of the almost stationary States ©! 
Germany, nor framed new divisions like revolutionary 
France, nor made prospective plans for townships, te: - 
tories, ‘and states like America ; but it has permitted old 
and new to be jumbled together, and has used no skill 
to adapt the regulations of the past to the exigencies © 
the present. . . . The very rapid growth of populati 
which the census “records in the last half-century is plain|y 
the cause why the old landmarks of hundreds, tythine: 
parishes, towns, boroughs, cities, counties, and even |! 
new ones implanted on them of districts and sub-districis, 
have now beeome little better than a mass of confusion. 


The Economist 
- June 18, 1853 
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Revolt in Stalin Allee 


: has needed martial law, enforced by Russian tanks and 
| machine-guns, to stop the great demonstrations of East 
Berlin workers that began on Tuesday. Before order could 
be restored blood had to be shed by one occupying power 
with three others looking on, as it were, from across the 
street. Nothing comparable has happened in Europe since 
the war. The riots in East Berlin, though different in some 
respects from those in Czechoslovakia, are part of the same 
extraordinarily important development—the revolt. of the 
workers against the “ dictatorship of the proletariat.” When 
before, in the history of the Russian revolution, has open, 
violent, large-scale opposition come from the ranks of the 
industrial workers on whose behalf the Communists 
claim to rule ? 

In East Berlin the demonstrations were bigger and bolder 
than in other industrial centres of the Soviet Zone, for the 
good reason that an escape route is open into the western 
sector of the city ; and also, no doubt, because the workers 
of the Soviet sector aré in contact with trade unionists and 
Social-Democrats on the western side. It is evident, how- 
ever, that the thousands who joined the building workers of 
the Stalin Allee and later rioters were acting spontaneously, 
for the same motives as their fellow demonstrators in 
Magdeburg or Erfurt. Herr Ulbricht and Mr Semionov 
will doubtless put the blame on western agitators in their 
reports to Moscow, but they will still face an impossible 
task in explaining why “ mass action” against the govern- 
ment has taken place in East Berlin and not in Bonn. 

The main reason for the working people’s revolt in Soviet 
Germany is economic, For the past months an intensive 
drive has been in progress to raise “ norms,” that is to say, 
the fixed level of output on which wages are based. The 
workers were ordered to produce ten per cent more for the 
same wages. This was necessary if the East German 
rearmament drive were not to create inflation. But the 
attempt has failed in many factories, and the inflationary 
process has been increasing the workers’ opposition to 
increased “ norms.” 

The East Berlin revolt places the Communist leaders in a 
fearful dilemma. They must decide whether to increase 
terrorism or to abandon the five-year plans in their present 
form, and the evidence offers no clear answer as to which 
course is the better, In East Germany the riots followed 
the government’s announcement that terrorist police 
methods would be relaxed-and the five-year plan revised, 
and it seems that the horse began to bolt because the reins 
were loosened. But in Czechoslovakia no such relaxation 
has taken place. And if terrorism is renewed in East 
Germany, what would be the effect on the West Germans, 
whom Malenkov is so anxious to appease ? So far, the East 





German workers dislike their local Communists much more 
than the Russians ; but if more of their fellows are run over 
by Soviet tanks this mood will quickly change. It is indeed 
a difficult choice for the Russians. 


What Does the West Say? 


HE events in East Berlin are thrilling because they come 
like a flash of lightning across the iron curtain, show- 
ing what might happen—may already have happened in 
Czechoslovakia—if millions of captive people believed that 
the east-west diplomatic struggle offered the hope of ending 
or modifying intolerable tyranny. They are a reminder to 
the West that Sir Winston Churchill’s musings on Locarno 
ignore the tragedy of the East ; and they are a reminder to 
the Russians that nothing is more dangerous than conces- 
sion delayed foo Jong. Can they offer free elections in their 
zone of Germany after events like these ? 

The Berlin news is tragic because the West in its present 
mood and posture can do so little to exploit it. The state- 
ment issued by the American, British and French comman- 
.dants struck a note of bathos on a day that must be memor- 
able in postwar history. Here, surely, is the kind of climax 
towards which the propaganda of the BBC, the Voice of 
America and Radio Free Europe has been working for 
years. What happens now ? What is London’s line to the 
demonstrators ? Who is there to work it out, with Mr Eden 
away and the Foreign Office isolated from Sir Winston 
Churchill and his intuitions ? The wrong word said now by 
the British Prime Minister could have a ruinous effect on 
the spirit of resistance both in free and Communist Europe. 
The right word could transform the spirit of appeasement 
that has swept across free Europe since he told the House 
of Commons that he wanted “to take a chance” in four- 
power talks. 


Sponsoring or Censoring ? 


HERE were dark Labour suspicions a month ago that 

the Conservatives were looking for a way of turning 
the Coronation to their party advantage. Ironically, the only 
direct impact of the ceremonies on party politics has been 
to create embarrassment for the Government. The great 
success of television on June 2nd and the stories—which 
have lost nothing in the re-telling—of what the American 
networks did, coupled with the accident (or was it an 
accident ?) that almost the first important political act after 
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Parliament resumed was fo be the announcement of the 
Government’s policy on commercial television, have put 
Ministers into a hole. For it has become quite clear that, 
if they go ahead and announce the policy that it is believed 
they intended to announce, they will run into a great deal 
of opposition. Several of the most reputed names in their 
own party—led by Lord Waverley, Lord Halifax and Lord 
Brand—have been put to a manifesto deploring any com- 
mercial element in broadcasting. And Mr Attlee and Mr 
Morrison, who can recognise a good thing when they see 
it, have made it clear that there will be firm opposition from 
the Labour party, with a promise of reversal when they get 
back into power. 

The discussion is being conducted in black-and-white 
terms to a degree that is surprising even in politics. It is 
the BBC versus vulgarity, or liberty versus tyranny, per- 
fection versus infamy. In point of fact there are at least 
four ways of organising a broadcasting service, with any 
number of combinations and sub-divisions. The four 
are : — 

1. A complete monopoly for the BBC. 
2. Competition between two or more public service 


corporations, sharing the licence revenue between 
them. 


3. Programmes provided and controlled by the BBC (or 
by more than one publicly appointed and publicly 
responsible corporation), but financed in whole or in 


part by permitting advertisers’ announcements between 
items of the programme. 


4. Programmes provided by advertisers or by a private 
company dependent for its revenue on advertisements. 
The argument is being conducted as if Nos. 1 and 4 were 
the only conceivable alternatives. But an impartial observer 
might well conclude that both these extremes were objection- 
able, the monopoly of the one being no less dangerous than 
the commercialism of the other. Ideally, No. 2 might well 
be the best, but those who appreciate the very heavy costs 
of television would hesitate to exclude No. 3, which might 
in practice be quite acceptable, no less so than a newspaper 
which is conducted as a public trust but is prepared to print 
advertisements alongside the articles the editor provides for 
his readers. 

Hitherto almost nobody in this country has been willing 
to give any serious consideration to any of these more 
moderate solutions. Now that the Government has light- 
heartedly got itself into a real difficulty, committed to doing 
something but forewarned of the storm it will arouse if it 
plumps for full “ sponsoring,” it would be very well advised 
to explore the possibilities between the two extremes. 


The Three “ Guilty Men” 


¥ axour’s left wing has maintained its attack on the three 

trade unionists who have agreed to serve on the new 
Steel Board. The alliance between Tribune and the Daily 
Worker in the campaign of abuse has been backed up by 
resolutions passed by the Scottish miners, the South Wales 
miners and some other unions calling for the removal of 
the three officials from the General Council of the TUC. 
Mr Owen’s union, the blast furnacemen, has been equivocal. 
Its executive committee could not condemn his willingness 
to serve on the Steel Board because last December it had 
decided that the union should take part in such a board if 
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invited to do so and provided that no conflict with the 
TUC would thereby be involved. But it declared tha 
Mr Owen could not combine the duties of a part-time 
member of the board with those of the secretaryship of the 
union. He was therefore asked to choose between the two 
posts—and he resigned the secretaryship. 

It would be interesting to know whether, in putting 
pressure upon Mr Owen in this way, the executive com- 
mittee of the union was reflecting the wishes of its rank 
and file, who do not appear to have been consulted before 
they were deprived of their secretary’s services. The com- 
mittee’s action flatly contradicts the accepted principle 
that trade union office can be—in the opinion of the TUC 
should be—combined with part-time membership of public 
boards, whether for the coal industry or for hospitals, and, 
indeed, with any part-time activity in the public service. 

Fortunately, other union deaders have not been so scared 
as the blast furnacemen by the attacks from the Labour 
left. The Iron and Steel Trades Confederation has given 
its full approval to Sir Lincoln Evans’s acceptance of the 
vice-chairmanship of the board, and resents the attacks 
made on him. A similar protest at the campaign has 
been made from outside the industry by the National 
Union of General and Municipal Workers. The assertion 
that trade unionists are overwhelmingly in agreement with 
the campaign would be difficult to maintain. It would be 
truer to say that the incident merely emphasises again the 
cleavage in the Labour movement. Mr Morrison accepts 
the view that trade unionism should be represented on 
Government bodies—whichever the Government in power 
—and that, in any case, it is a matter for the unions con- 
cerned and the TUC to decide for themselves. For the 
Bevanites any co-operation with the present Government in 
the case of steel is pure treachery to the Labour party. 


Naval Occasion 


HE Coronation Review of the Fleet at Spithead on 
Monday provided a splendid spectacle and another 
example of the excellent organisation and lavish hospitality 
that can always be expected from the Navy. Some 190 
ships of the Royal Navy were assembled, consisting of most 
of the Home Fleet and a large part of the Mediterranean 
Fleet. These represented about half the total number of 
ships in the Fleet—many being on duty in stations from 
which no ships could be recalled, such as the Far East, 
the East Indies and the South Atlantic. With the repre- 
sentatives of the Commonwealth navies, Spithead could 
show about a third of the combined Commonwealth ficets. 
But behind the ships in commission are a vast number 
laid up in reserve, in varying degrees of readiness. When 
these are included ‘the British Navy is outnumbered only 
by the United States Navy, although the Russian Navy 
keeps a larger number of ships ready manned. Allied 
superiority at sea is overwhelming. 

There is small reassurance nowadays, however, in mere 
numbers of ships. Progress in the fields of equipment and 
new methods of propulsion have lately been so rapid that 
ships are quickly obsolete. Most of the ships in the review 
date from the war years, although much of their equipment 
is of later date. The public knows something of what 
going on—of new anti-submarine weapons and powerful 
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radar equipment, of the change in emphasis from guns to’ 
carrier-based aircraft and from battleships to lighter and 
smaller ships, reflecting the prime need to clear the seas of 
mines and submarines. It is known that much construction 
is in progress, including 8 new aircraft carriers, 13 frigates, 
, cruisers, 3 ships of the Daring class and 95. mine- 
sweepers—as well as the new naval aircraft. But the 
requirements of security are such that a great deal of what 
is being done must be taken on trust. Confidence is justified 
only if it is certain that speed in technical development is 
not being sacrificed to maintain—within the framework of 
Nato—an unnecessarily large number of obsolescent ships. 


A Gesture to Turkey 


r was to be expected that Soviet diplomacy, would turn 
|] on to the country that is Nato’s hinge between Europe 
and the Middle East and controls the passage between the 
Mediterranean and the Black Sea. For nowhere has the 
bold containment policy devised by the predecessors of 
Mr Dulles and Mr Eden come closer to the Soviet Union 
than in Turkey. Since 1946, when the Russians put for- 
ward in the flush of victory their claims to Kars and 
Ardahan and proposed revision of the Montreux Con- 
vention controlling the use of the Straits, Turkey has gone 


through a diplomatic, industrial and strategic transforma- 


tion. It has given up isolation for Nato membership ; it 
has received $1,000 million of American aid for military and 
economic development ; Nato air bases have been con- 
structed on its soil within easy range of the Donbas, and 
at Izmir there is an important allied command headquarters. 
Moreover, it has developed with Greece and Jugoslavia 
close and cordial relations which may eventually produce 
a full military alliance. In Russian eyes Turkey is a 
challenging nucleus for military and political groupings 
both in Europe and the Middle East. 

It must in all fairness be said, therefore, that serious 
overtures to Ankara would cost Moscow a good deal in 
pride. For it is no small matter for a great totalitarian 
power to accept restraints on its use of a vital sea passage, 
or to accept the presence of other Great Powers on terri- 
tory adjacent. to its own. Whether the overtures made 
this week are of a far-reaching kind is uncertain. That 
the Russians have abandoned claims to Kars and Ardahan 
is clear ; that they are ready to agree to a revision of the 
Montreux Convention acceptable to Turkey and other 
powers is not clear. The text of their proposals -has not 
been published ; but it is reliably reported that they do 
not go beyond the suggestion that it should be possible 
to work out with Turkey a mutually satisfactory arrange- 
ment for the defence of the Straits. This may or may not 
imply abandonment of the previous demand for Soviet 
bases on the Dardanelles. 


Turkey and its allies will find it difficult to decide what 
kind of international agreement on the control of the Straits 
they now want. In 1946 they were ready to go a long 
way towards meeting Soviet wishes. Since then times have 
changed ; but here, at any rate, is one issue between the 
Kremlin and the West on which arguments and tempers 
have not been exhausted during recent years. In the list 
of Sestures to the outside world so far made from Moscow 
this is one of the very few to be labelled “ promising.” 


803 
Last-minute Grab 


HE public has become accustomed to repeated dis- 
i aepeamans in the Korean truce talks; it was, 
nevertheless, generally believed that the question of the 
repatriation of prisoners of war had been for a long time 
the only obstacle to the conclusion of an arinistice. It was, 
therefore, a shock to discover that new difficulties over the 
demarcation line had apparently appeared, and an even 
greater shock when the Chinese launched their heaviest 
offensive for eighteen months. The most obvious 
intention of this attack is to gain ground so as to improve 
the strategic and territorial position in favour of the Com- 
munists before the fighting stops; a less obvious, but 
perhaps even more compelling, motive for the “ peace- 
loving” Chinese leadership in thus incurring heavy 
casualties on the eve of the truce which they apparently 
want, is to gain prestige by a last-minute advance which 
will enable the Peking government to claim that it has 
compelled an unwilling United Nations command to agree 
to a cessation of the fighting. If there is to be a truce, it 
is important for the Communists that it should not give 
the Chinese people any impression of having been forced on 
the invincible People’s Government by military deadlock 
and exhaustion, but should appear to have been conceded 
from victorious strength owing to Peking’s devotion to 
peace. 

Communist loud-speakers at the front are reported to 
have been announcing that an armistice will be signed on 
June 25. There is so far no sign that the American govern- 
ment intends to break off the truce negotiations because of 
the Chinese offensive, though, if there were to be a serious 
cracking of the Allied front, it would be necessary to take a 
grave decision—whether to accept military defeat on the 
eve of the armistice or mount a counter-offensive to restore 
the line. One advantage, at any rate, there may be from 
this eleventh-hour offensive: it- should teach the South 
Koreans better than any argument that they cannot possibly 
carry on the war by themselves against the power of China. 

President Syngman Rhee’s action in ordering, on his 
own responsibility, the release of all anti-Communist North 
Korean prisoners is yet another sign of the reckless 
obstinacy with which the Americans have to cope. On the 
face of it, the reported escape of 25,000 prisoners is a grave 
matter that might jeopardise the truce ; in fact, however, 
many of these men have been prisoners only in name and 
would not find escape difficult. 


Anxious Days in Prague 


HE Communist bosses of Czechoslovakia are getting 

into very deep water ; and they give the impression 
that they have little idea of how to get out of it. They 
have to deal with workers who “lack discipline” and 
indulge in constant and deliberate absenteeism, ag well 
as with farmers who refuse to sow and plant as they are 
told. This must be bad enough. But it must be even 
worse to find that their request for “ criticism from below ” 
has been accepted at its face value, that they can no longer 
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count on the unquestioning support of all their own 
followers, and that many party members have become 
fainthearted and even downright insubordinate. This is 
not the first time that the Czech Communist leaders have 
made this painful discovery ; but the refusal of some party 
members to “ sell” the new currency reform to the workers, 
and the apparently active hostility of others, are clearly 
causing Messrs. Zapotocky and Siroky the gravest anxiety. 

Their anxiety seems amply justified. They are caught 
in.a cleft stick between the demands of Russian planning 
and the opposition of their own countrymen. Their latest 
measures are unlikely to be effective in keeping the workers’ 
noses down to the grindstone ; and the cost, measured in 
terms of political instability and increasingly vocal dis- 
content, is certain to be formidable. But this resort to 
desperate remedies is by no means surprising ; industrial 
production, especially in the heavy industries, is continually 
falling behind the plan, while the Russians—it has been 
admitted—are deliberately withholding supplies because 
Czech deliveries of finished products are falling behind 
schedule. 

Yet if Moscow wishes to avoid serious trouble in Czecho- 
slovakia, it will surely have to intervene in a more 
constructive way: by lowering its demands on Czech 
industry, by supplying the Czechs with consumer goods 
and foodstuffs on credit, and by allowing them, like the 
East Germans, to abandon temporarily the headlong race 
towards socialism. In a fully fledged “people’s demo- 
cracy,” however, it is not so easy to put the clock back ; 
and it might prove difficult to prevent a dangerous chain 
reaction from spreading throughout the Soviet empire. 
In any case, the Russians might not be willing either to 
forgo the industrial tribute from their most advanced 
satellite or to supply it with consumer goods just when 
they have promised to make things easier and pleasanter 
for their own people. In that case, it is not wishful thinking 
to suggest that the situation may become gradually more 
explosive. 


Nigerian Leaders Reply 


Tr leaders of the two main southern Nigerian parties, 
Dr Azikiwe, president of the National Council of 
Nigeria and the Cameroons, and Mr Awolowo, leader of the 
Action Group in the Western region, have now replied—in 
identical letters—to Mr Lytfelton’s invitation to a conference 
to discuss the crisis. His first announcement that there 
would be a conference was not adroitly phrased, and it looked 
as if the Nigerian response would be a factious refusal. 
Evidently wiser counsels have prevailed, but the sending of 
identical letters to the Governor, and the conditions upon 
which they insist, are not auspicious for the success of the 
talks. 

The Secretary of State will find it difficult to overlook 
the unpleasant threat of direct action to achieve independ- 
ence, even though force is not mentioned and the threat ‘is 
wrapped up in promises of co-operation and friendship with 
Britain after Dominion status has been achieved.. The 
achievement of Dominion status, indeed, is in effect to be 
the subject of any conference which the southern Nigerian 
leaders express themselves as ready to attend. They state 
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that they will attend only if the purpose of the discussions 
is to put right the defects in the present constitution, and 
that this constitution is the last under colonial cond) tions 
which they are prepared to work. Should it break down, 
and in any case by 199% power must be transferred 10 them 
unconditionally, — 


This is, of course, a political move designed to exclude 
from discussion any looser form of confederation such as the 
northern province demands as the price of its remaining in g 
Nigerian union at all ; and in effect it means that Dr Avikiwe 
and Mr Awolowo are united in their determination to ignore 
the claims of the Northern Peoples’ Congress to represent 
the north. They are staking out their claim to contro! the 
north through the masses, who, they assume, are ready to 
follow their line. In these circumstances, it will ; | be 
worth while to hold a conference, but it will require a great 
deal of careful handling ; for the prospects of agreement 
between the Nigerians themselves seem remote, and the 
conditions set forth in the southern leaders’ letters would 
imply that, in the event of failure, the British must with- 
draw from Nigeria and allow the Nigerians to sort matters 
out whatever the state of- government at that time. Such 
an unrealistic attitude may perhaps be modified in the 
course of talks between all the parties represented. 


Progress Report on Kenya 


LTHOUGH Mr Lyttelton had encouraging news for the 
A House of Commons last week of the campaign against 
Mau Mau, he hardly satisfied his critics. Opposition 
members showed themselves punctilious in their determina- 
tion not to allow statements to be made which might in 
any way prejudice the trial of an accused person, and fought 
the Secretary of State’s observations on the Kenya African 
Union word by word; and his suggestion that more and 
more Kikuyu were coming over to the side of law and 
order was received by Labour members with scepticism. 
In a sense it is no doubt true that the vigorous assertion 
of the Government’s power to put down revolt does not 
convert African opinion to-friendship towards the Euro- 
pean, but it is unquestionably the indispensable first step 
to any settlement of racial and economic problems in Kenya. 
The staunchness and successes of the Kikuyu Home Guard, 
the growing flow of information, and the inexorable trial 
and conviction of those guilty of terrorism, are substantial 
victories for law and order. There is, however, as Mr 
Lyttelton emphasised, a long way yet to go. The extent 
to which the forests are infested with Mau Mau gangs 
and armouries has come as a shock to the authorities. and 
a protracted struggle with bandits probably lies ahead. 


Mr Lyttelton was a little naif in insisting that because 
Mau Mau has murdered so many more Africans than 
Europeans, the struggle is not one between white and black. 
The prime Mau Mau objective is the expulsion of the white 
settlers and government, for which purpose complete power 
over the Kikuyu, enforceable” by terror, was the necessary 
first step. The anti-European element in the struggle ought 
not to be played down, although it is true that the Mau 
Mau drive for power has produced solid African resis'ance 
—a resistance largély inspited by the missions. But it docs 
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animal, vegetable or mineral ? 


When you think of thousands of tiny fibres which can be teased away in the fingers, 
you don’t usually think of a rock. With asbestos rock it’s different. Asbestos is one 
of nature’s freaks: a mineral, yet made up of gossamer-light fibres. These fibres, which 
never burn, can be spun, woven or moulded into a variety of materials. Hardly an in- 
dustry, today, is not using Asbestos in one form or another. For the fullest information 
on its possibilities in your own branch of industry, consult 


THE ‘CAPE: ASBESTOS CO. LTD. 114-116 Park St., London, W 1. @ROsvenor 6022 
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The range of steel products of the United Steel 
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sot follow that the loyal-Kikuyu are pro-settler or even 
cacritically pro-government. Indeed, it is from their ranks 
‘hat the legitimate political pressure from African opinion 
| Kenya may ultimately develop. Meanwhile, there is 
much to be done to bring the races closer in the emergency, 

d it is to be hoped that Asians and Africans will before 
ing serve on the Emergency Council. The schemes for 
enya’s economic and social progress, which Mr Lyttelton 
oromised in due course, will also be awaited with the 
rreatest interest, 


Labour and the Schools 


-y-HE Labour party executive shows a certain astuteness 
| in giving an important place in its policy statement to 
its plans for educational reform. These will appeal not 
only to the out-and-out egalitarians, but also to many who 
ire justifiably uneasy about the educational system as it is. 
The most revolutionary proposal would end the present 
livision of schools and pupils into three categories— 
rammar (for the clever), technical (for the handy) and 
modern (for the dull) ; and, as a corollary, would abolish the 
‘amination which sorts the children out into these schools 
and so to a great extent determines their subsequent 
ireers—at the age of eleven. Instead, all children would 
20 to the same kind of secondary school from the age of 
leven until the school leaving age. Those who stayed on 
it school after fifteen would go on to high schools, and 
iltimately the “best of the ‘public’ schools and inde- 
p pendants day schools” would be taken over and converted 
to these high schools. 
‘There is some sense in these proposals. The compre- 
hensive school up to the age of fifteen would allow more 
time to select those best fitted for further education, and 
would give a chance to the child who develops late. The 
high schools would allow a better use of scarce teaching 
ability, for the ablest teachers could be concentrated there, 
leaving younger pupils to the less well qualified.. Theoreti- 
cally, too, it would be a good thing to bring the public 
schools into a unified system. But everything would depend 
on how these ideas were put into practice. Unfortunately 
the motivating force behind most Labour thinking about 
education seems—in spite of official protestation—to be 
envy. The educational ideas of the LCC, as well as the 
speeches of prominent socialists, give every reason for 
misgiving. An experiment on the lines suggested by the 
Labour party would be valuable; but to throw -good 
grammar and public schools into the melting pot in a spirit 
ol doctrinaire destruction would be madness, 


Complications for President. Tito 


A THOUGH diplomatic relations between Jugoslavia and 
the Soviet Union have never been completely broken 

', President Tito must have felt some sense of achieve- 
ment in announcing that the Russians had taken the 
initiative in asking for an exchange of ambassadors for the 
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first time since 1948. At the same time he made it quite 
clear that this gesture had not gone to his head. He pointed 
out that frontier incidents with the satellites were double 
what they had been under the Stalin regime: “ While the 
Russians smile on us they direct their satellites against us.” 
He might have added that at the latest meeting of the 
Danube Commission the Jugoslavs have had no success in 
their attempts to break the Soviet monopoly of the key posts 
on the Commission. 

There is no reason to doubt that President Tito meant 
what he said. The quarrel with Stalin and, above all, the 
Communist economic blockade that followed drove 
Jugoslavia deep into economic and military connection with 
the West. . To re-join the Soviet camp would be costly and 
difficult, as well as dangerous. But to devout and fanatical 
party members these things may not be so obvious. Many 
must be bewildered and unsettled by the sweeping admini- 
strative and economic changes now being carried out ; and 
a good many are clearly resentful of the new and less 
dominant role allotted to the Communist party at the sixth 
party conference last year. Borba has spoken of the 
“ persistence of a fractious spirit” among party members, 
and President Tito has complained that many have failed 
to orientate themselves to the new system. It is reported 
that the Central Committee of the Union of Communists 
has been meeting this weék largely to discuss means of 
allaying the present confusion and discontent among party 
members. The extent of its task should not be 
exaggerated; but it will certainly not be reduced by 
Moscow’s latest conciliatory gesture. Disgruntled Com- 
munists May leap to the conclusion that the Russians are 
ready to forgive and forget, and to ask why in Jugoslavia 
the clock cannot be put back to the status quo ante 1948. 
It has been assumed that President Tito’s assertion that he 
would not be blinded by Russian smiles was designed for 
western consumption ; but it may well have been aimed at 
some of his own followers as well. 


Genius Takes a Back Seat 


HEN the death of Stalin brought personal dictatorship 
W. an end his successors immediately took pains to 
emphasise that they were speaking and acting in a collective 
capacity. Since then they have always spoken in the 
name of the party and the state, the Central Committee or 
the government. The cult of Stalin has been played down 
in order to stress that the days of hero worship and personal 
rule are over. The new leaders, as if frightened that the 
Russian people, after over a quarter of a century of icono- 
graphy and autocracy, may not believe the change to be 
real, drive the point home on every possible occasion. Thus, 
Pravda last week, in a lengthy article intended to guide 
party propagandists, devoted much space to an attack on 
pernicious ideas about the role of the individual in history. 
Marxists, it recalled, have always condemned “ subjectivist 
emphasis ” on the importance of personality. Nevertheless, 
remnants of such anti-Marxist views have persisted “ until 
very recent days in propaganda work . . . in books, journals 
and newspapers.” The history of the party, says Pravda, 
must not be written around personalities and biographies. 

This will sound strange to masses of Soviet citizens who 
for years have been given Stalin’s biography as the best 
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introduction to “ Marxism.” Yet it has been found 
possible to pay. skilful lip service to Stalin by quoting 
something he said in 1930. Then, when struggling against 
the opposition and fearing the sympathy of the rank and 
file for the old Bolsheviks, he dubbed such “ devotion to 
personalities ” as “ vain shibboleths of the intelligentsia.” 
The propagandists are now told that perfect leadership does 
not depend on individual genius. The new rulers are 
presented merely as the first men of the Central Committee 
to which the party sends its most experienced members. 
Their strength is not their own, but merely represents “ the 
party’s wisdom . . . and its experience of collective leaaer- 
ship.” This is a strong antidote to past panegyrics of 
“humanity’s leader of genius.” 


Flight from Cambodia 


RENCH policy towards Indo-China has been reeling 
f under the impact of renewed doubt and difficulty in 
France, the recent invasion of Laos, the protracted deadlock 
in Vietnam, and the King of Cambodia’s complaints—made 
public during a visit to New York—about his lack of inde- 
pendence. King Norodom Sihanouk’s entirely unexpected 
and sudden flight to Bangkok this week has been a specially 
rude shock, because negotiations between him and the 
French High Commissioner appeared to be going moder- 
ately well. 

It is easy for the outsider to point to what the British 
did in India, but the political and human factors in the 
Indo-Chinese situation are terribly complex. In France 
a number of people maintain that ve Indo-Chinese, 
dependent on French arms as they are, have already 
received the fullest independence possible. In Indo-China 
itself this attitude is flatly rejected by national feeling. 
Immense anger was caused recently, for example, when the 
French devalued the Indo-Chinese piastre virtually without 
consultation. Likewise one can reject on practical grounds 
the diehard attitude of those who would fight for Indo- 
China to the last ditch without accepting the view that 
France should now say to the Indo-Chinese. people: We 
will go as soon as the war is over and, when we do, you 
may have complete independence. That is, in fact, what 
will happen—if the war is not lost meanwhile—but to say 
so emphatically in public at this stage is to risk undermining 
the morale of France’s troops at the front. They are the 
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forgotten heroes in this grim campaign, and on them rests 
what possibility there is of ultimate success. If Indo-China 
is to be given up anyhow, what, they might ask, are they 
fighting for ? 

For anti-Communist leaders like the King of Cam} dia, 
however, the grant or promise of an independence . 


m- 
parable to that of India in the Commonwealth is essentia 
if they are to hold their own against Communist pressure. 
Whatever the demands of the military situation this is the 


primary political fact. The young king’s flight may prove 
shrewd move not only in his tussle with the French bur also 
in his fight against the Communists. 


Egalitarian Anomalies 


7. committee stage of the Finance Bill provided, last 
week, some clarification of the different qualities con- 
noted by that blessed word “equity.” There was, indeed, 
nothing fresh about Labour’s indignation against the cut in 
the standard rate of income tax. It made somewhat more 
explicit the underlying assumption that a man’s right to an 
income derives not from his having rendered that income’s 
worth of services but from the state’s assessment of his 
needs, deserts and reactions to incentive, which alone, there- 
fore, should determine distribution. It is just as well that 
this argument should be brought into the open ; but the 
committee stage can only underline, in this respect, the 
budget debate itself. : 


There was more profitable debate on the Opposiuon 
amendments relating to allowances for children and other 
dependants. It is, as Mr Douglas Jay pointed out, a curious 
thing that the notion of equity should have attached itself 
so exclusively to the distribution of incomes as such and 
so very imperfectly to the standards yielded by those incomes 
to the larger or smaller family groups which live on them. 
Mr Jay (declaring his interest as father of a larger-than- 
average family) demonstrated that, all the way through the 
income tax scale, fiscal concessions to the family man with 
three children leave him with only a quarter the net income 
per head enjoyed by a bachelor at the same gross income 
level. A philoprogenitive surtax payer may, indeed, easily 
be worse off than the single man with ten pounds a week. 
The complacency with which even enthusiasts for redistribu- 
tive taxation generally regard this wide inequality between 
people getting the same gross income probably owes 11s 
origin partly to the lack of class significance, partly to an 
ingrained Malthusianism which has persisted in the tceth 
of all demographic evidence and expertise. 


Other anomalies were debated on amendments aimed at 
raising earned income reliefs—a proposal supported from 
all parts of the House—at extending the widower’s house- 
keeper allowance to cover non-resident housekeepers, at 1- 
proving the position of single householders, at bringing paid 
apprentices within the scope of the child allowances, and 
at raising the resident daughter’s allowance conceded to the 
old and infirm. Only this last was accepted ; Mr Butler has 
held to the principle that the lightening of the general burden 
should, this year, take clear precedence over any nice adjust: 
ment to personal circumstances. It is arguable that for 
some time to come the same priority will hold ; but the 
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debate established the claim of at least some of these 
rectifications to a high place on the agenda of fiscal equity. 


A Voice -for Italy 


~ IGNOR DE GASPERI’S visit to England on Monday seems 
S a curious mixture of the awkward and the opportune. 
[r must be inconvenient for him to squeeze in a trip abroad 
it this juncture, with the future of his coalition still none 
too certain and with the strain of the election campaign 
only just behind him. But the visit does have positive 
political advantages, in that an invitation given some time 
azo to receive an honorary degree at Oxford brings the 
[talian Prime Minister to this country at a useful moment. 
[t will enable him to discuss at first hand with Sir Winston 
Churchill the topics that will appear on the agenda of the 
Bermuda conference, and thus to make it clear as well as 
certain that Italy’s voice has been heard. 

Much harm has lately been done by ignoring the Italians. 
Resentment against the British and, to a lesser extent, the 
American attitude probably swung a few votes away from 
the government in the elections. Considering how narrow 
is the margin by which Signor De Gasperi’s coalition 
scraped through, these votes could be ill afforded. _ Italians 
say, and with no little justification, that if France is to go 
on being treated at all big international conferences as if 
it were still a great power, their country at least deserves 
a seat. The fact that Sir Winston Churchill did not even 
mention Italy in his recent notable review of foreign affairs 
was the type of blunder that should not recur. 

The established lines of Italian foreign policy, active 
support of the Atlantic alliance and of Western European 
union, have been seriously prejudiced by the electoral 
results. It remains to be seen whether, with one Italian 
in three voting Communist and with a firm government 
majority only possible by compromise either to the left 
or to the right, Signor De Gasperi can effectively maintain 
his previous policy. What is clear is that Italians feel their 
country’s recovery from the war now entitles them to resume 
a more active role in the conduct of western affairs, and 
that to neglect this fact may prove dangerously unwise. 


Caribbean Federation 


HE details of the agreement reached by the West Indian 
delegates to the conference on Caribbean federation in 
April have now been published as a White Paper (Cmd 
3837). As was indicated in advance, these diverge only 
slightly from the proposed federal constitution drafted by 
the Rance committee and published in 1950. The scheme 
has been adjusted to the refusal of British Guiana and 
British Honduras to join by a reduction in the total member- 
ship of the federal houses. For five years, moreover, 
members of the island legislatures can be elected to the 
‘ederal legislature, unless they hold executive offices locally 
~—a modification made to meet the (no doubt temporary) 
shortage of seasoned parliamentarians. 
Most of the other changes show a tendency to weaken 
federal authority, though less than might have been expected. 
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Thus the power of raising loans for federal and for “ unit ” 
purposes has been transferred to the concurrent list, that is, 
the list on which both the federal and unit governments can 
legislate ; and instead of 25 per cent of customs revenue 
being allocated to federal use, a maximum of 1§ per cent has 
been fixed, with a provision that the federal government's 
needs shall be re-examined by an independent commission, 
and that it shall get even less if the commission finds further 
economies consistent with its functions. Migration, on the 
other hand, has been put on the exclusive list, on which 
only the federal government can legislate. This may 
reflect the refusal of British Guiana to join the federation. 
As the potential main recipient of migrants, British 
Guiana would presumably have insisted on migration 
being a subject for unit governments if it had agreed to join. 
The Governor-General’s powers are not curtailed signi- 
ficantly, though three senators are to be chosen by the 
“ Governor-General in-council”; these replace in the 
Council of State (the federal executive council) three 
of the six members nominated by the Governor-General. I 
is also to be specified in the constitution that the Council 
of State is to be regarded as the instrument of federal policy. 
If the Rance constitution, with these changes, in due course 
wins the acceptance of the individual island legislatures, the 
West Indies will at last find themselves with a workable 
central government which with good will, experience and a 
sense of responsibility on the part of federal politicians can 
develop into the instrument of independent statehood 
within the Commonwealth. This objective would, however, 
be reached more easily if British Guiana and British 
Honduras see the wisdom of joining the federation. 


Dutch Talks with Mr Butler 


HE sixth meeting in the current series of bilateral dis- 
+ cussions with OEEC countries brings Mr J. W. Beyen, 
the Netherlands Foreign Minister, and Mr J. van de Kieft, 
the Finance Minister, to London for talks with Mr Butler 
and the Treasury. There can be little fresh news for 
Mr Butler to impart: progress towards convertibility has 
slackened ; there is no evidence yet of new American 
economic policies, and the Commonwealth Plan has, tem- 
porarily at any rate, been put into cold storage. The 
meeting may, nevertheless, turn out to be quite lively. On 
the British side a possible bone of contention could be the 
Dutch system of export incentives—especially the dollar 
retention device—which the British and German govern- 
ments have firmly condemned. The Dutch will want 
clarification of Britain’s intentions about the future of EPU, 
which the Dutch, along with other European countries, 
regard as a valuable mechanism worth retaining. Mr Beyen 
will no doubt use the opportunity to press his own plan for 
a European tariff union. No startling developments are 
likely to emerge from the meeting. 

The inclusion of the Foreign Minister in the Dutch team 
indicates that the discussions will range over a wide field. 
The Netherlands parliament has recently discussed ratifi- 
cation of the EDC treaty. Though there are misgivings in 
some quarters and an understandable perplexity at the 
French attitude, there is every chance that the treaty will 
be ratified before the summer recess. As it is still British 
policy to see the defence community formed, the Dutch will 
be encouraged in their resolute stand. 
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Malthus versus Micawber 


THE MALTHUSIAN POPULATION 
THEORY. 

By G. F. McCleary. 

Faber. 191 pages, 21s. 
INTRODUCTION TO MALTHUS. 
Edited by D. V. Glass. 

Wats. 205 pages. 10s. 6d. 


{ S it, perhaps, a pity that Malthus ever 
wrote on population? The thesis 
may well appeal to others beside those 
who, ever since the publication of the 
“Essay,” have furiously rejected the 
idea that there might be anything con- 
ditional about the injunction to increase 
and multiply. Hindsight reveals Malthus 
as wildly wrong about dates and quan- 
tities ;; and he drew such erroneous 
practical conclusions, and- provided sup- 
port for so repulsive a set of social 
attitudes, as to strengthen the hand of 
every Micawber who, in the very dif- 
ferent circumstances of today, com- 
placently relies on something “ turning 
up.” 

What Malthus actually said is, of 
course, often very different from what 
he is quoted as saying. Dr McCleary’s 
book is a fascinating analysis of these 
discrepancies. Malthus did not assert, 
in the teeth of the evidence, that popula- 
tion always increased in a particular 
geometrical ratio ; he said that it would 
probably do so if unchecked, and added 
that checks had always been operative. 
He did not regard population increase, or 
a dense population as such, as an evil ; 
he explicitly noted that an “ unfavour- 
able proportion” between population 
and food is “more frequently found in 
countries which are very thinly peopled, 
than in those which are populous.” He 
did not maintain that technical progress 
must necessarily lead to mere multipli- 
cation at subsistence level ; he held the 
very different view that it could produce 
permanently higher standards only if, 
having once experienced these, pégple 
exercised the prudential restraints 
needed to maintain them. If his final 
impression was gloomy, it was because 
his notion of restraint—excluding as it 
did, with tersely expressed abhorrence, 
the contraceptive practices so inappro- 
priately associated with his name—was 
so obviously hard for normal human 
nature. Dr. McCleary’s analysis should 
be an eye-opener for those who have 
hitherto judged Malthus at tenth-hand. 

The “ Introduction to Malthus ” con- 
tains Malthus’s own final Précis of his 
demographic views—the “Summary 
View of the Principle of Population,” 
published in 1830—and his “Letter to 
Samuel Whitbread, Esq., MP,” on the 
amendment of the poor laws; critical 


essays by Mr Alan Peacock, Dr D. V. 
Glass (who edits the whole) and Pro- 
fessor H. L. Beales; and a thirty-page 
bibliography. Less closely analytical 
than Dr McCleary’s book, it gives an 
enlightening picture both of the his- 
torical and social background against 
which Malthus wrote and of the impact 
of his ideas at home and abroad. (What 
the lunatic fringe of German sociological 
thinkers made of the “ Essay” is some- 
thing remarkable.) 

The commentators find Malthus less 
sympathetic, and his theory less satis- 
fying, than does Dr McCleary ; and in- 
deed a close comparison of the two 
books is likely to lead the reader to 
agree with them. When. a writer is as 
consistently misread and misunderstood 
as Malthus he has probably to blame 
not only the perversity and obtuseness 
of his opponents but also a certain dis- 
ingenuousness and confusion in his own 
thought. One can hardly blame him 
for failing to foresee the revolutionary 
effect of steam transport on the world’s 
supply of foodstuffs, The fact that 
something did turn up to justify the 
Micawbers of his day is no warrant 
that history will obligingly repeat itself 
for the benefit of successive Micawbers 
in every generation. Nor can one con- 
demn him for not having evolved, far 
in advance of his time, the concept of 
an optimum population. The fact re- 
mains, however, that his “ theory ”"—as 
distinct from the general rational 
approach which was his prime contribu- 
tion to contemporary thought—was 
conceptually lepsided and inductively 
insecure ; one of those half-truths which 
can bar the way to enlightenment more 
effectively than much plain error. The 
two books under review, despite differ- 
ences of emphasis and assessment, are 
alike. in the objective of rescuing 
Malthus’s name from its ironical role as 
a weapon in the arsenal of obscurantism. 


The Pen and the Bayonet 


THE. CHRONICLE OF PRIVATE 
HENRY METCALFE. 

Edited by Lieut-General Sir Francis Tuker. 
Cassell. 117 pages. 10s. 6d. 


1 Sepoy Mutiny was the ugliest 
of all the ugly campaigns that the 
British Army fought in India. Tenacity 
was matched by guile; cruelty by 
brutality. Perhaps the most unnerving 
illustration of this -war was the one 
showing an officer crouching in a tunnel 
below the Lucknow Residency, listening 
to the sound of a spade and waiting to 
shoot the Sepoy sapper as his pickaxe 
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pierced the wall of the counter sap]; 
was not one of the jobs of Private H- 
Metcalfe, weary after a long guard. to 
dig these tunnels. His was the om- 
moner task of burying the swollen 
carcases of horses. 

Private Metcalfe joined the 32n< 
(then a normal regiment of the line bur 
turned into a light infantry regimes; fo; 
its services in the Mutiny and jow 
known as the Ist Batallion of the Duke 
of Cornwall’s Light Infantry) when he 
was thirteen years old. He served nine 
years later throughout the Siege of 
Lucknow ; then after his retirement he 
set down his artless account of the siege 
and the mopping up campaigns in which 
he had served. History in his narrative. 
as in that of Private Wheeler, is fray- 
mented. A siege becomes the bullet thar 
killed Chatter-Box Tomlinson ; a battle 
a bayonet scuffle in Johannes Bungalow. 
But through his undiscriminating eyes 
the shaded oblongs on the military 
historian’s maps come alive. ‘hey 
become peopled with men like Metcalfe, 
turning out “sick, lame and lazy” to 
repel an assault, ing a puny ration 
with a dog with the absurd name of 
Bustle, or finding fun in a pair of boots 
that were too tight. The private soldier 
does not change from army to army, or 
from age to age. * Metcalfe, for instance, 
races with two others to capture a gun, 
scratches am unanswered claim for a 
Victoria Cross in the dust where the gun 
had stood, and then, with an eye for 
plunder, carries off two chickens, which 
he then gives away. 

This casual sidelight on the Mutiny 
would have been left unnoticed in a 
regimental museum had it not been for 
the persistent enquiries of Sir Francis 
Tuker, who accidentally came across 
part of the chronicle. One wonders how 
many more forgotten manuscripts of 
this sort are waiting for someone with 
the interest and patience of Sir Francis 
to ferret them out. 
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Active Octogenarian 


MY POLITICAL LIFE. Volume I. 
England before the Storm, 1896-1914. 

By L. S. Amery. 

Hutchinson. 492 pages. 25s. 


M R AMERY, who is eighty this year, 
has led an active life, and though 
he plans to write his autobiography in 
three large volumes, to judge by the 
present volume the reader will not find 
it too long. After Harrow (where 
masters long afterwards spoke of him 
as the ablest boy they had ever taught) 
and Oxford, he began to prepare him- 
self for the career of a diplomatist by 
going to the Balkans, learning all the 
languages, and making acquaintance, in 
palaces or pubs, with everyone that 
mattered. Hearing that, on the strength 
of this, the Foreign Office would very 
likely send him to South America he 
he might do better in journalism, 
joi the staff of The Times, went 0 
Africa as chief war correspondent 
found himself charged with wnung 
he Times History of the War. 
Designed by Moberley Bell ® ® 
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vurnalistic best seller it developed into 


-x volumes, lost money (for author as 
well as publisher) and made history. His 


vastating exposure of Buller and his 
- supplied ammunition for the army 
1m movement. Mr Amery considers 
1: Arnold-Forster’s scheme (in essen- 


nals Amery’s), which foundered with 


tulfour’s government, was better than 


it afterwards adopted by Haldane. 

Although he has never been as con- 
icuous in the public eye as his sheer 
iliry would warrant, Mr Amery had a 


knack of being in at the beginnings of 


ngs behind the scenes. Asked to join 


Milner’s kindergarten he refused, but 


ppears to have picked most of its 

nbers. He suggested to his friend 
red Oliver that he should write about 
lexander Hamilton, and the result was 


- famous. book which inspired Lionel 


irtis to propose the federation of the 


British Empire and Clarence Streit to 


ypose the federation of the free world. 
The book is rich in pen portraits: 


Roberts, whom he admired and loved ; 
Kitchener, so unlike the popular idea of 


Milner and Chamberlain, _ his 


political heroes, and all the other politi- 


ins ; also men such as Mackinder who 
ere greatly superior to many who 
issed them on the road to fame. After 


five attempts Mr Amery reached the 
House of Commons in 1911 where the 
long drawn Home Rule crisis gave 
imple scope to his natural pugnacity. 
No one had a lower opinion of poor 


HISTORIES OF THE 
SECOND WORLD WAR 


(Published in conjunction with 


Asquith, and Mr Churchill gets some 
hard knocks in these pages. 

But the parliamentary story of 1911-14 
has been told a great many times before. 
The most interesting and valuable part 
of the book is that dealing with its 
author’s multifarious activities behind 
the s@enes in the first ten years of the 
century. There is much close argument 
and plenty of fun. We hear of the 
author enlivening a by-election by 
punching the head of an_ insulting 
opponent, and encouraging Mr and Mrs 
Sidney Webb to roll down the slope of 
Hampstead Heath. It is altogether a 
readable and valuable book. 


Personal View 


DIPLOMATIC TWILIGHT: 1930-1940. 
By Sir Walford Selby. 
John Murray. 210 pages. 16s. 


HIS book is an attack on a system, 

and an attack is always refreshing 
to read. Sir Walford Selby goes so far 
as to assert that it was the ‘faulty 
organisation of the Foreign’ Office to 
which he will “continue to attribute 
the greatest share of the responsibility 
for the disaster of 1939.” Hitler’s war, 
he says, was largely the fault of British 
indecision, and that indecision was due 
to two things. The Foreign Office had 
lost its proper power in Whitehall owing 
to the misguided interventions of Sir 
Warren Fisher, as head of. the civil 





Sil 


service. And under Lord Vansittart the 
Foreign Office itself was so mismanaged 
that reports from heads of missions 
abroad were filed away without ever 
receiving proper attention. 

Sir Walford gives chapter and verse 
to support his contentions from his 
experience as Minister in the “key” 
post of Vienna; he was later “ pro- 
moted,” he feels, to the less important 
ambassadorship of Lisbon to get him out 
of the way. While also attacking certain 
other appointments—“ I had had oppor- 
tunity of ascertaining Sir Nevile’s 
[Henderson] disastrous views about 
Germany. when he had been our 
Minister in Belgrade”—the author 
bestows unexpected and welcome praise 
on Austen Chamberlain, Arthur Hender- 
son and Ramsay MacDonald. 

This is a book which will interest any- 
one seriously concerned with the conduct 
as well as the aims of foreign policy. 
Captain Norman Warren Fisher has 
already sprung to his father’s defence in 
the press and Lord Vansittart was never 
one to suffer in silence. The pity is that, 
in dealing with such an important sub- 
ject, the author has allowed so much 
personal feeling to filter into his pages, 
and he is not always so clear as he might 
be because he assumes too much on the 
part of the reader. But as one man’s 
account of what happened before the 
war and. why, Sir Walford’s standing 
will ensure’ a place for his book in the 
archives from which history is written. 





1 Flew for tie 


Longmans, Green and Co., Ltd.) 


The Control 
of Raw Materials 


by J. Hurstfield 

A study of raw materials policy dur- 
ing the Second World War. The 
author reviews the pre-war scene and 
shows how changes in principle and 
policy became necessary at the 
outbreak, and during the various 
phases, of hostilities. 


Price 35s. Od. By post 36s. 2d. 
British War Production 


by M. M. Postaa 
An account of the growth of the 
munition industry from the beginning 
of British rearmament in the mid- 
thirties to the end of the war. 
Price 32s. 6d. By post 33s. 7d. 


Contracts and Finance 
by W. Ashworth 
This volume is concerned with war- 
time financial and contractual policy 
in the procurement of supplies for the 
lighting services. , 
Price 22s. 6d. By post 23s. 2d. 


H.M. STATIONERY OFFICE 


P.O. Box No. 569, London S.E.1, and Sale 

OMices in London, Edinburgh, Manchester, 

Birmingham, Cardiff, Bristol and Belfast 
or through any bookseller. 
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Filbrer 


by HEINZ KNO 













The frank, revealing and 
absorbing story.of a German 
fighter-pilot’s war—as it has 


never been told before. Illustrated 
with the author’s own photographs, 
From all Booksellers. 








Letters to the Editor 





Malenkov’s Hundred Days 


Smir—The Prime Minister is right to 
hope for “a profound movement of 
Russian feeling” and you are right to 
ask for patience and caution in our 
policy towards the USSR. But the West 
in its own camp should not merely sit 
cautiously wondering just how ogre- 
like the new Kremlin committee is. 
Now that Stalin’s death has made the 
world more malleable (that much we 
may at any rate suppose), we must make 
up our minds about a new map of 
Europe whkereon the Iron Curtain hangs 
- a@ good deal further east. The British at 
least cannot reconcile themselves to a 
Poland and Czechoslovakia ruled by the 
Kremlin. The problem is to invent a 
system whereby central Europe remains 
militarily allied to the Soviet Union but 
recovers its traditional relationship to 
the West. The trouble will be that the 
weaker the Kremlin’s grip on _ the 
Russian population, the harder its 
empire’s shell will tend to be. Thus a 
temporary decrease in internal brutality, 
deemed expedient in Russia, is most 
unlikely to lead of itself to freedom in 
Poland or Czechoslovakia. Our busi- 
ness is to negotiate that freedom. So 
long as we wonder, vaguely and globally, 
whether the Soviet government has 
accepted “coexistence in our time” we 
shall promote slavery in our time in 
Berlin, Warsaw and Prague. 

The British public and Press even 
more than the experts must, therefore, 
examine the whole European question. 
We should, for instance, try to decide 
whether the two main Soviet objectives 
in Europe, recognition of the Oder- 
Neisse frontier and withdrawal of 
occupation forces from Germany, are not 
acceptable in return for genuine changes 
in the regimes of central Europe. The 
Kremlin will accept our terms, if accept 
it does, not because Malenkov and his 
colleagues are “men more humane and 
enlightened than Stalin could ever be” 
(a suggestion rich in unconscious 
humour) but because it believes that all 
Germany is within its grasp. Risk is 
inevitable. But the way to defeat Soviet 
expansion is not to abandon territory 
that the West has already lost but to try 
to regain it. Surely the West can best 
further “a profound movement of 
Russian feeling ” by actually meeting the 
Soviet Union in a common sphere of 
interest. Central Europe is the natural 
place of meeting, where Russian interests 
might eventually be regarded as mainly 
military and western ones as mainly 
commercial. Need the Soviet Union 
for ever reject the idea of a Balkan 
Federation which Dimitrov launched 
soon after the war ? We cannot plan the 
remote future ; but we can help to shape 


events by thinking far harder about 
Europe’s lost people now.—Yours faith- 
fully, CHARLES JANSON 
Sutherland 


Television Space for 
Sale ? 


Sir—May I raise a matter not touched 
on in your summary of prospects of 
television. Should not this form of 
entertainment be called on to pay its 
share of entertainments tax ? 

It is a well established principle that 
when a tax is imposed purely to raise 
revenue then similar and competing 
things should be equitably taxed. Thus 
both matches and automatic lighters are 
taxed and when one tax is increased 
the tax on the other goes up proportion- 
ately. Television, as an art and an enter- 
tainment, competes with the cinemas 
and it is of similar form. The cinema 
industry pays nearly {£40 million a year 
in entertainment duty. It would hardly 
seem equitable to leave the cinema 
bearing alone this burden of taxation. 

There are some four million cinema 
seats in Great Britain—and each seat 
pays nearly ten pounds a year in tax. 
Counting each television set as say four 
potential seats, there are already prob- 
ably ten million television seats in com- 
petition with the cinema. Assuming that 
the Chancellor does not seek to increase 
his cut from these visual entertainments, 
there is a case for television viewers 
bearing at least half of the tax burden— 
to the extent of say £20 million or £30 
million a year—to the relief of the 
long-suffering cimemagoer. — Yours 
faithfully, 

London, S.W.1. RaLpn Cox 


[Possibly. But viewers already pay 
purchase tax.—EpITOR.] 


The Unsafe Home 


Sm—tiIn your note of June 13th deal- 
ing with accidents in the home, you state 
that “as with road accidents, the main 
remedies must be propaganda and 
education.” The value of education, 
together with law enforcement, is not 
disputed. But engineering, in the form 
of improving existing roads and build- 
ing new ones, can make an invaluable 
contribution to road safety. 

Whilst, in the last analysis, almost 
every accident is caused by human 
error the surest way to avoid its* tragic 
effect on the roads is to remove the 
hazards which allow such errors to be 
made. The great advantage of engineer- 
ing is that its effects are permanent.— 
Yours faithfully, 


M. Francis 
London, W.C.1 
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Proscribing a Party 


Sm—You state im your issue of June 
13th that “The Mau Mau insurrection 
was possible only because of the culpable 
ignorance of settlers and officials alike 
about developments in Kikuyuland.” 

This charge of incompetence levelled 
at members of the Colonial Service 
shows a lack of appreciation of the prob- 
lems which beset them. It would help 
to correct some of the illusions aboyr 
conditions in Africa which are so 
common in this country if it were 
realised to what degree the colonial 
administrations are skeleton § services. 
In East Africa an average District Com- 
missioner may be responsible for a]! 
aspects of the administration of a district 
having a population of about 250,000 
people of three or four races, spread 
over several thousand square miles of 
territory ill-served with communications. 
To assist him, he may have one or two 
District Officers, but, unlike the Higher 
Civil Service in this country, he is not 
buttressed by several grades of competent 
subordinates. He is fortunate if his three 
or four African junior staff can cope 
with the filing, typing and despatch of 
letters, and doubly fortunate if he has 
a trustworthy Asian cashier to whom he 
may delegate some accounting routine. 
Unlike ‘the Higher Civil Service in this 
country, his office door stands open all 
day to the public of all races so that he 
works in an atmosphere of constant 
petty interruption. The presence of 
European staff of other departments 
adds to his work, for their activities must 
be co-ordinated though they cannot be 
directly controlled by him. 


“Culpable ignorance” is harsh 
language to use of such people. If more 
thought and money were devoted to 
strengthening the administrative services 
so that full use could be made of their 
knowledge of political problems, and of 
the unique confidence with which they 
are regarded by Africans, such develop- 
ments as Mau Mau could be forestalled. 
If financial resources dictate that such 
strengthening be made at the sacrifice 
of expenditure on the Welfare State type 
of service, let that be accepted. It 1s 
cheaper than bearing the cost of main- 
taining armed services to cope with 
a breakdown. And a_ strengthened 
administration would give scope to the 
educated African who, not being 
attracted by the prospects of a typing 
and filing clerk, devotes himself to sub- 
versive political activity —Yours faith- 


fully, M. M. P. 
London, N.12 
incompetence was 
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In Nine Reigns 








Halal si a 
OOO 


Ue ol 


Pot ) 


PH pt 


(i 










In nine reigns the name 


we Fe wo eee YY 


of Cubitts has stood for progressive 


—— 
— 


oO @ 


methods and solid achievement. 


a 





et 
=e, 


Illustrated here are examples of 


contracts carried out in the reigns of 


| 

Hai | 

nai 1.8 al 
i 

eed } 

eeaces t 


ood 
DD De bbd cl be letel LS Li 


William IV and Queen Victoria. 









NOW, AS IN THE PAST . 


CUBITTS 


BUILD FOR THE FUTURE 


VR RR AT TS ST AAALLTTLAMDAALEUSRDRRAAAEAVURA NDAD ENGL EA neg 





‘as 
in 


ns 
le 
au 


es, 
ti- 
ice 
ra= 


HOLLAND & HANNEN AND CUBITTS LIMITED 


jer ONE QUEEN ANNE’S GATE - WESTMINSTER - SWI + ENGLAND « SCOTLAND - OVERSEAS 


a 








814 


THE ECONOMIST, JUNE 20, 


1953 


Through their branches these wholesalers were 
supplying many thousands of retailers wit): {ood- 
stuffs. Their goods went out “on time, all the 
time.” Could the accounts section keep pace? 





Canned figs or canned figures... 
which did the branches need first? 


G. & W. COLLINS LIMITED, large 
wholesale food distributors, operate 
through branches in the North West. 
When they decided to concentrate buy- 
ing and accounting operations in the 
Liverpool office they realized that 
more detailed and prompt information 
would be needed by their branches. 
Could they establish a more effective 
system of management-control now 
that the accounts were centralized? 

With this problem Collins called for 
advice from machine accounting spe- 
cialists of Burroughs Adding Machine 
Limited. 

After investigation, Burroughs sug- 
gested the installation, in Collins’ 
Liverpool office, of a Burroughs Type- 
writer Accounting machine for all 
Purchase and General Ledger work, 
with detailed posting of assets, reven- 
ves, liabilities and expenses. 

Result: Apart from the great saving 

‘jn time and labour in the office (one 


For expert advice on business figures 
cat « Burroughs 


girl, in fact, does all recording) Collins 
now get a monthly analysis of all ex- 
penditure in time for branch managers 
to keep within their individual budgets, 
Collins installed their first Burroughs 
machine twenty years ago, since then 
every accounting department of the 
business has been mechanized. The 
installation of the general-purpose 
accounting machine is the culminating 
factor in the preparation of speedy 
monthly accounts. 

What about you? If your business 
could benefit from faster figuring, call 
in Burroughs. They can offer advice on 
all the latest systems, for Burroughs 
make the world’s broadest line of 
modern record-keeping machines: 
Adding, Calculating, Accounting, Bill- 
ing and Statistical Machines, and 
Microfilm Equipment. Remember, 
once you have any Burroughs machine 
installed in your office, Burroughs 
Service guarantees its continuous effi- 





ciency in operation. 

The “Burroughs Man” is a trusted 
visitor to thousands of business houses. 
Call him at any time. Head Olfice: 
Burroughs Adding Machine Limited, 
Avon House, 356-366 Oxford Street, 
London, W.1. Sales and Service offices 
in principal cities. 










P, hotographed here is Miss P. L. Langford, 
at work on the Purchase Ledger /or 
G. & W. Collins Limited. She is operaii"s 
the Burroughs Typewriter Accounts 
Machine, which helped to solve the Case 
of The Wholesaler’s Budget. 
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AMERICAN SuRvEY 1s.prepared partly in 
the United States, partly in London. 


Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 
the editorial staff in London, 


Atom of Discord 


Washington, D&. 


Wie the space of. ae weeks four separate ° 


developments concerning atomic energy and atomic 


weapons have forced themselves upon public. attention, 
sus uggesting that a fundamental recasting of American atomic 


policy may become necessary. Two were concerned with 
the warlike and two with the peaceful application of atomic 
€ nerey. On the warlike side, the Kelly Committee, set up 

er the last Administration to study certain aspects of 
the peal of “ defence of the North American’ continent 
against atomic attack,” presented its report with a grave 
warning about the inadequacies of American air defences. 
Within the same week a military official of the Atomic 
Energy Commission calmly informed a House Appropria- 
tions subcommittee that the AEC needed $30 million to 
build new storage sites, as there would soon not be enough 
room to store the output of atomic bombs. 

On the peaceful side, the thorny and complicated problem 
ot whether private industry can now be allowed to partici- 
pate in the production of nuclear power for industrial pur- 
poses is more intensively discussed before the Joint Con- 
gressional Committee on Atomic Energy with each passing 
week. Finally, Mr Gordon Dean, the outgoing chairman 
of the Atomic Energy Commission, announced at the begin- 
ning of June that fissionable material can now be “ bred.” 
[In a “ breeder reactor” it can be made to produce—to use 
an Irish sort of definition—more of itself than it consumes 
of itself, supplementing, instead of diminishing, the world’s 
limited stocks of uranium. 

All these developments are related. For some time past 
it has been clear that the Atomic Energy Commission has 
been fulfilling with growing ease its task of providing the 
United States with a stockpile of-atomic weapons and 
bombs. Mr Dean has spoken of the coming year as one of 
increasingly rapid physical production and has admitted 
that the Savannah River plant, built to make hydrogea 
bombs, is already: ~opetating in part. The scale of this yeat’s 
"Spring meeting ” at the proving ‘grounds in Nevada shows 
that there is no: of bembs for experimental pur- 
poses, Although the Kelly Committee’s report emphasised 
the increased imhpottance of an American atomic striking 
force as a deterrent to the Soviet Union, it seems that the 
AEC no longer has any reat problem in mecting the demands 
of the services for atomic weapons. © 

Consequently for the past few months the AEC has had 
less and less reason to resist the growing pressure both from 
Congress and from industry for a reconsideration of the 
Atomic Energy Act of 1946. They wish to permit some 
form of participation by etna business in the building of 


‘atomic plants to produce electrical power. This pressure 
‘has been"formidable and has come not only from the Joint 
‘Congressional Committee on Atomic Energy but from 
industrial. sources. outside Congress. Among other sug- 
‘gestions “is that of ‘the; Monsanto Chemical Company, 
which “has advocated Government construction of an 


atomic power plant with private industry having a share 
in “the design and’ operation ; this would act as a guide 
‘to the construction of further commercial plants. The Dow 
Chemical Company and thé Detroit. Edison Company have 
offered “a. jomt Suggestion. ‘that while further study and 
reseafch on atomic power plants should continue to be 
partly financed by the government, the two companies 
should put up an operating plant out of their own resources. 
And two groups in Nevada and New England, where 
ordinary electric power is expensive, have suggested that 
the AEC build them reactors. 

The powerful voice of Mr David Lilienthal, who in his 
TVA-days used. frequently. to be accused in Congress of 
being a socialist, has demanded a complete rethinking of 
American policy to enable the production of atomic energy 
to become a commercial venture. His argument is that 
although some big private firms such as the General 
Electric Company and the Westinghouse Corporation are — 
associated with the AEC in the construction and running of 
reactor units, the present system of cost-plus financing 
removes all incentive to lower costs. What is needed, in his 
opinion, is the healthy spur of competition and cost account- 
ing to enable atomic energy to enter into its rightful 
inheritance as a major source of civilian fuel and power. 
The Administration may also reasonably hope that private 
work on atomic reactors will contribute to the projects for 
an atom-powered aircraft and aircraft carrier, which have 
been postponed for reasons of economy. 


* 


The Atomic Energy Commission has submitted to the 
committee the revisions in the 1946 Act which it considers 
would enable private industry to make a start in planning fer 
atomic power plants, and it is probable that these will be 
argued about for the next few weeks. They include the 
enactment of legislation to enable groups other than the 
AEC to own, rent, buy and sell fissionable material, a 
liberalisation of patent rights, a freer flow of information 
and new safety codes. It is appreciated that these are only 
interim amendments, but a more fundamental revision of 
the government’s monopoly of all fissionable material, which 
was granted to it by the 1946 Act, must wait until next year. 
So must any formal recognition of the present unofficial 
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arrangements whereby a certain amount of information on 
atomic subjects can now be exchanged with Britain and the 
other North Atlantic Treaty partners. 

The willingness of the AEC to foster the commercial 
use of atomic energy for electrical power does meet with 
several forms of resistance. One is from the trade unions 
concerned with production of conventional fuels, such as 
the mineworkers and the United Gas, Coke and Chemical 
Workers. Another is from those who consider it wrong 
that private industry should fall heir to a development in 
which the people of the United States have invested $8 
billion since the war. Even by those who deny the force 
of this argument, it is admitted that the question of patent 
rights, by which a private firm can protect a new discovery 
or process without at the same time patenting for itself a 
whole chain of processes of which it is merely the bene- 
ficiary, is one of the thorniest the lawyers have ever had 
to face. Another doubt is whether competitive industry 
could or would take the elaborate safety precautions which 
the AEC has enforced for its own workers. 

But there is also an economic objection which explains 
why private industry as a whole has not rushed forward 
to embrace the possibility of atomic power for electricity 
except under a heavy government guarantee or subsidy. 
The United States has more alternative resources of fuel 
than almost any other country, and, in particular, many 
ways of producing electricity. It is believed that in the 
next five or ten years the cheapest atom-produced electricity 
will match only the most expensive electricity produced 
by conventional means ; therefore any firm contemplating 
building a reactor plant for this purpose must expect to 
offset its losses on sales of electricity by selling plutonium— 
the by-product of the reactor process—to the AEC for 
warlike purposes. But if the AEC has now discovered the 
means of “ breeding” plutonium while at the same time 
it is beginning to taper off production for the military 
stockpile of bombs, will it remain a constant and faithful 
customer ? , 

It is this line of reasoning which has prompted some 
whose business it is to look many years ahead to suggest 
that it is not in the United States, but in the underdeveloped 
or desert countries where there is no water or other means 
of producing electricity available, that the great fields for 
American enterprise in the use of atomic fuel may lie. 


American: Notes 


Reprieve for the Rosenbergs ? 


To day before that set for their execution for betraying 
atomic secrets, when every hope of clemency or 
further stay seemed exhausted, Julius and Ethel Rosenberg 
won a respite, though it may prove an illusory one, from 
Justice Douglas of the Supreme Court. The resources of 
American legal procedure traditionally permit delays that 
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would be impossible im this country ; it is now three years 
since the Rosenbergs were indicted. This eleventh hour 
reprieve was made possible because, when the court is not 
sitting, a single Justice is empowered to grant a stay of 
execution if he finds that there are new considerations in 
case. What moved Justice Douglas to act was the conten- 
tion, submitted by lawyers new to the arguments, that the 
provisions of the Atomic Energy Act of 1946, rather than 
those of the Espionage Act of 1917, should have been 
applied. The later Act permits the death sentence only on 
the recommendation of the jury, and only in cases where 
the intent was to injure the United States. Mr Douglas 
concluded that the validity of this new argument should be 
tested because, although the crime the Rosenbergs are 
alleged to have committed took place in 1944 and 1945, 
they were not indicted until 1951. 

Justice Douglas’s position is that 

it is important that the country be protected. . . It is also 

important that before we allow human lives to be snuffed 

out, we be sure, emphatically sure, that we act within the 

law. If we are not sure, there will be lingering doubts to 

plague the conscience after the event. 


Justice Douglas took a highly contentious, as well as 
courageous, step in granting a respite which the Supreme 
Court as a whole had refused four times, the latest two 
days before, and there is no certainty that he will not be 
over-ruled at once by the court, which was recalled at the 
request of the Attorney-General. Wild demands for the 
impeachment of Mr Douglas are already being heard in 
Congress. What seems certain after Mr Douglas’s inter- 
vention is that, if the execution is not postponed, there will 
be the “lingering doubts ” of which he spoke. 


Presidential Leadership 


N his first long trip outside Washington since his inaugu- 
I ration the President has discovered that there has been 
no falling off in the affection in which he is held, and, 
perhaps, a new resolve to mobilisé some of this good will. 
It is still his view that there should be no “ destructive 
cross-fire ” between the Executive and Congress. Yet he 
chose to preach collective security in the Middle West, the 
region where the Taftite thesis that America is strong 
enough to do without allies and without the United Nations 
is most deeply rooted. And on his return through New 
Hampshire, he delivered at Dartmouth College a whole- 
hearted denunciation of book-burning and appealed to the 
students to try to discover for themselves why Communism 
held such attractions for so many peoples. This had every 
appearance of a long overdue challenge to Senator Mc- 
Carthy, although apparently this was not intended ; but 
caught in the crossfire was Mr Dulles, the President's 
own Secretary of State. Mr Dulles has allowed the 
State Department to appease the Senator by ordering 
the removal from its foreign information libraries of books 
not only by Communists and fellow-travellers, but cven 
those by. reputable authors, whose sin consists of criticising 
the Chinese Nationalists. : 

Such attempts by the President to lead and shape public 
opinion by going over the heads of Congress, as Mr Roose- 
velt used to do, are certain to become increasingly neces 
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sarv. Impressed by the demand for peace in Korea, the 
sublicans in Congress have swallowed the prospect of a 
ice which many of them: privately dislike. But this has 
cen only a foretaste of thé disagreeable draughts which 
may be served up at the peace conference ; and with the 
iness ot Senator Taft the unruly Republican flock in the 
ste may easily get out-of hand. 
enator Taft was capable, as he showed oly a short time 
. an completely misunderstanding both the realities and 
‘he President’s foreign policy. But much more often he has 
been the President’s right hand. As far as he is able, he 
will continue to attend the weekly conferences at the White 
jouse between the President and Congressional leaders, and 
meetings of the Republican Policy Committee. But the 
a\-to-day floor leadership will be exercised by Senator 
Knowland. Once as strong a supporter of President Rhee 
f General Chiang Kai-shek, responsibility is already 
‘ering Mr Knowland. But even the greates; loyalty to 
resident Eisenhower cannot make him overnight the equal, 
in prestige and experience, of Senator Taft. The signs that 
he President is beginning to find his own political feet have 
come none too soon. 
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Peaceful Economy 


ry HE Korean truce is coming just at the time when, accord- 
| ing to last January’s forecasts, the American economy 
vas IN any case expected to be moving towards a decline. 
Yct businessmen in general are tefusing to succumb to the 
tters Of the security and commodity markets and are 
cing the prospect of peace with optimistic equanimity. 
Partly this is because they have discounted in advance the 
lects of the much-discussed armistice ; partly it is because 
ihey have been warned about the wolf of recession so often 
that they no longer believe that it is a genuine threat ; but 
mainly it seems that many of them have convinced them- 
selves that recession nowadays would be no more than a 
sheep in wolf’s clothing. Certainly the economy has 
ippeared most amenable during the past six months, follow- 
ing a peaceful course with almost all the indices holding 
steady at very high levels, and with only the rise in con- 
sumer credit and the fall in farm incomes to cause concern. 


And, as government spokesmen have been emphasising, 


there is little reason to suppose that a truce, or even a 
real peace, in Korea would of itself bring any marked change 
in this situation, unless it set off a psychological reaction 
of which there is so far no indication. 
_ Any government spending, on ammunition and uniforms, 
wd example, that can be saved if hostilities end in Korea 
will probably be offset by increased expenditure on relief 
and reconstruction there. And in spite of the Eisenhower 
Administration’s attempts to economise on armaments, the 
immediate outlook is for an increase, rather than a decline, 
in | spending on national security, since deliveries of military 
SI plies are to be speeded up. Spending on another 
important component of the present prosperity—private 
ny cstment—is also expected to rise for the remainder of 
the year. Nothing could better demonstrate the growing 
umism of businessmen than the recent report of the 
De ‘partment of Commerce that outlays for new plant and 
¢quipment are to be higher than last year, instead of lower, 
‘S Was earlier forecast, during the coming months. 


; 
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Less reassuring is the contraseasonal fall in new housing 
starts in May, and also the contention of credit agencies and 
used car dealers that the automobile industry is over- 
producing. Makers of some other consumers’ durable 
goods, notably television sets, have been curtailing produc- 
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tion for several months and the size of inventories is 
beginning to cause some concern. There are also those 
who believe that capacity output in the steel industry will 
cease now that the price of steel has gone up. Whether 
all these factors combined would be enough to bring about 
any serious drop in employment is doubtful, but some 
decline in overtime earnings is probable before long. The 
resultant fall in earned incomes might, perhaps, affect 
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MUSIC AND THE COMMON MAN 
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Schweppshire shows the Way 


4 SPONTANEOUS COLLECTIVE SELF-EXPRESSION 


Once. more, Schweppshire anticipates the era of progress—the 
century of the common, or fairly common, man. The making 
of music is not left to the individual freak, the isolated and 
probably introverted and ego-bound.“‘composer”, standing or 
wishing to stand apart from his fellow men. Musical creation 
is a spontaneous act evolved frem the group-will, by the group- 
will, for the group-will. 

In this simplified’ illustration of the poly-omni-panhorn, 
musical group-creation is seen at work. Mass extemporising is 
co-ordinated, not by the domineering baton of the conductor 
(tawdry effigy of the old slave habit or leader-and-led 
mentality) but by the “unanimity of the common spout” 

The effect of omnipolyphonic music is difficult to describe 


to those whose ear, brought up to the “tum-ti-tum” of 


Hindemith or Berg, is not trained to receive four-dimensional 


SCHWEPPERVESCENCE 


sound; nor is its scripting easy. The scribe or Ubereinstimmung 
Schreihgeratsmann (right-hand corner) must. be specially trained 
For his three-dimensional notation (see inset) he uses a three- 
dimensional typewriter. 
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savings rather than the demand for goods and services. 

\{oreover, unearned incomes are likely to go up soon, for 

‘he Korean truce has strengthened the already powerful 
istance in Congress to the President’s request for a 
tinuation of the excess profits tax. 


Chief Joseph Transformed 


“HE controversy caused by the initial rejection of British 
bids for the electrical equipment for the Chief Joseph 
Dam on the Columbia River has now not only been settled 
by what appears a satisfactory compromise, but has also 
served to clarify the entire question of the Buy American 
Act. This Act was intended as an emergency measure 
against depression and dates from President Hoover’s final 
days in office in March, 1933. It is a vague law and was 
generally interpreted as meaning that government contracts 
should be awarded to American bidders unless foreign 
fers were 2§ per cent lower. Last June, however, Presi- 
dent Truman’s Administration ruled that foreign and 
domestic bids for defence contracts exceeding $25,000 in 
value should be considered on an equal competitive cost 
Dasis, 

It was in fact to make such consideration possible, as is 
explained in a Business Note on page 835, that the original 
tenders for the Chief Joseph equipment were rejected 
last April and new bids were invited. Much misappre- 
hension might have been avoided had these technical details 


been clearly explained at the time, for the American press : 


was as convinced as was the British, and not without 
reason, that the rejection of the original bids was an 
attempt by the Republican Administration to give new life 
to an Act which seems an inexcusable anachronism at 
a time when it is vital to narrow the free world’s dollar gap. 
Since this initial rejection, however, a number of 
developments have suggested that President Eisenhower 
and his Cabinet have realised that the Buy American Act 
presents a serious obstacle to the economic salvation of 
Europe through the “ trade not aid ” formula in which the 
President has frequently expressed his belief. While the 
Chief Joseph Dam project was under discussion several 
ther important contracts were won by foreign bidders. 
The Swiss Oerliken Company has been awarded a contract 
t nearly $2 million for generators for the Palisades power 
plant in Idaho. Another Swiss company has landed a 
53.5 million contract for heavy duty electrical equipment 
t an atomic plant being built in Ohio. The British 
Ferranti firm has won the bidding for the installation of 
< transformers at the McNary Dam in Oregon. And 
now the English Electric Company is to be responsible for 
ic transformers at the Chief Joseph project, although the 
more costly generators are to be provided by the Westing- 
house Corporation, which underbid the British firm on the 
econd attempt. 
his American firm has been encouraging demonstrations 
mong its workers against the award of contracts for elec- 
‘tical equipment to foreign firms which, it is alleged, are 
40! to compete only because they pay such low. wages. 
' 1S protests ofthis kind that so often induce Congress 
‘o try to frustrate the Administration’s attempts to 
‘oster foreign trade, 


819 
Defending the Defence Budget 


R WILSON, the Secretary of Defence, making a second 
M appearance before the Senate committee consider- 
ing the Administration’s $5 billion cut in the funds 
requested for the Air Force, has had a chance to redeem 
his own mistakes and to bring Congress back to earth after 
its exhilarating climb into the stratosphere with General 
Vandenberg, the Air Chief of Staff. General Vandenberg, 
who is expected to retire soon and will not have to work 
under Mr Wilson much longer, was outspoken: to abandon 
the goal of 143 wings would leave America with a “ one- 
shot, second-best” Air Force and deprive its allies in 
Europe of American air support. Already, he asserted, the 
penny-pinching of the new Administration had reduced 
the efficiency of the Air Force. 

Mr Wilson, in his rebuttal, was as cocksure as ever, and 
guilty of stretching the meaning of words in, for instance, 
his statement that, despite the cut, there would be 143 air 
wings in existence by June, 1955 ; this figure.can be reached 
only by including the Air National Guard, the “ weekend 
warriors”. who were excluded from earlier calculations. 
But Mr Wilson was on firmer ground in pointing out that 
the Air Force had built bases and recruited personnel 
much faster than it had been able to secure new aircraft ; 
that the production schedules had not been met since the 
Korean war began, and that under the new plan there is 
to be no reduction in deliveries of combat aircraft during 
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the next twelve months. Effort is to be concentrated on 
keeping manufacturers up to the schedules. This is what 
President Eisenhower meant when he said there would be 
_ “fewer planes on order, more in the air.” The cuts will 
fall on training, bases, manpower, and future orders, par- 
ticularly of new types where technical difficulties still make 
mass production impossible. 

It is idle, as Mr Hanson Baldwin, the militaty critic of 
the New York Times, says, to pretend that this is not a 
cut and Mr Wilson’s scorn for any research which does 
not promise immediate practical results is disturbing. But 
both Mr Wilson and Mr Talbott, the Secretary for Air, 
have promised that their interim goals may be revised after 
the new Joint Chiefs of Staff complete their appraisal of 
military needs in November. Doubts in Congress, particu- 
larly among the Democrats, are unlikely to be fully satisfied. 
But President Eisenhower’s conviction that the budget is 
adequate for national security is likely to carry the day ; 
few Congressmen would set themselves up as greater 
military experts. 


Labour Agreements 


ROBABLY never before has a labour contract in the steel 
P industry been agreed so quietly or so quickly as it was 
this year. 
need for interference from the government, in marked con- 
trast to last year’s long strike and bitter legal arguments, is 


Average Hourly Earnings 


Average Weekly Earnings 
Index 1947-49 = 100 


Automobile workers —— 


Automobile workers == 
Stee! workers +—- 


Steel workers -—+ 
Consumer prices --+- 


1947 "48 ‘49 ‘50 ‘Si ‘52 1947 "46 “49 ‘50 "St ‘52 


Source: US Derr. or Lapovur 


a bright feather in the cap of Mr MacDonald, the new head 
of the steel workers’ union. From the point of view of his 
prestige within the Congress of Industrial Organisations, it 
is of even more consequence that the wage increase he won 
for his members, a straight 84 cents an hour, was more than 
any other union had gained this year and far more than 
Mr Reuther, the new president of the CIO, achieved for 
his automobile workers three weeks ago. 

What the new automobile contract actually amounts to in 
wages increases has never been revealed officially, if indeed 
it has been calculated, but it certainly does not come to 


could have lost up to 24 cents an hour had the consu» 


This friendly negotiation, conducted with no 


* automobile workers and the AFL’s machinists. |! 
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more than 5 cents an hour. Its importance lies much more 
in the decreases it avoided: under the formula by \. hich 
automobile wages are tied to the cost of living, the w« 


rkers 
ers” 
price. index fallen far enough ; now they can lose oy 5 
cents. And by agreeing to base the calculation on the new 
instead of the old index, Mr Reuther avoided a {:!) of 
2 cefits an hour which would otherwise have come {his 
month. He also won pension gains for his members, «o:y¢- 
thing which Mr MacDonald could not discuss this \exr, 
since the steel contract was open only for wage negotia: ons. 
But already a study is being conducted jointly with the 
industry on pensions in preparation for next year’s new .tcel 
contract. 

An important feature of the steel agreement was that it 
provided for the gradual elimination of the wage differential 
of 5 cents an hour between steel plants in the North and 
South, something which the union has always wanted to 


get rid of. The lower wages in the South in many industries 


- have encouraged a steady flow of firms away from the North 


and in recent years one of the chief sources of con‘lict 
between the CIO and the American Federation of Labour 
has been the question of which group should bring the 
benefits of trade unionism to these new southern factories. 
These rivalries between members of the two groups are 
found both between national unions covering the same 
industry and local branches attempting to organise-the same 
factory. An essential preliminary to any hope of a successful 
union between the two branches of the labour movement is 
the removal of this constant source of friction. A dratt of 
such a “ no raiding ” pact has now been tentatively agreed 
by the CIO and AFL and has-also been given practical 
meaning by a more specific agreement between the C!0O’s 


iCSe 


two large trade unions, which compete chiefly in the air- 


craft industry, will now not only refrain from trying to steal 
each other’s members but will also co-operate in bargaining 
with employers in industries or plants where both have 
members. 


SHORTER NOTES 


A special committee, headed by Senator Margaret Chase 
Smith, has been investigating General Van Fleet’s charges 
that his operations in Korea were seriously hampered by 
shortages of ammunition. It has now reported that defi- 
ciencies in five types of ammunition resulted in “a needless 
loss of American lives.” The miscalculation and bad plan- 
ning that caused this tragedy are blamed on President 
Truman and his leading defence officials by the committee, 
whose members were too responsible and too respecied to 
have been influenced by purely political considerations in 
forming their judgment. The only dissenting member, 
Senator Kefauver, a Democrat, drew attention, however, 
to the conflicting testimony on which the report was based. 


* 


In 1951 over 700,000 hours were flown by small aircraft 
which were helping farmers with a variety of tasks, 120ging 
from blasting leaves off cotton plants to picking fru'. The 
Civil Aeronautics Administration also reports that ‘3.000 
flying hours were spent in aerial advertising and 2 
hours in specialised operations such as rain-making 
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WOULD YOU EXPECT EXTRA 
OUTPUT FROM THIS FACTORY ? 





We do not expect high production or low It is not surprising that food production 
costs from a ramshackle factory equipped is lower than we want, that costs are high, 
with antiquated machinery turned by that many farmers and farm-workers find 
animal power or by hand, lacking elec- life a hard struggle for bare existence and 
tricity and piped water, and with no that there is a dangerous drift from the 
housing available for half its workers. land. Yet what is done to help? Farmers 


fully half our farms. Two-thirds of our tax. Those needing capital for expansion 
farms are without electricity. About half are subjected to loans at interest as high 


Yet that is precisely the condition of farming good land are crippled by super- 
our regular farm-workers are without as 54%! Is this really the sensible way to 


cottages, fewer than half our farm-houses get that vital extra food? 

and cottages are supplied with piped The taxation system must be altered. 
water. The standard of farm roads and Long-term loans at low interest must be 
access to fields is much lower than it offered. The land is our finest investment. 
should be. | Let us not forget it! 


GROW MORE FOOD IN BRITAIN - 


This announcement is issued in the interests of British agriculture by Harry Ferguson Ltd. 
Ferguson tractors are manufactured for Harry Ferguson Ltd., Coventry, by The Standard Motor Company Ltd. 
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The World Overseas 


Dilemma Over the Jordan 


BY OUR SPECIAL CORRESPONDENT IN THE MIDDLE EAST 


VERYWHERE throughout the area the cry is for 

water, water for irrigation,” said Mr Dulles imme- 
diately on his return from the Middle East ; likewise he 
said “ Mr Stassen and I came back with the impression 
that the funds available can well be spent on a co-ordinated 
use of the rivers which run through the Arab countries and 
Isracl.” Almost immediately he had spoken, Tel Aviv 
chimed in with a reiteration of willingness to discuss a joint 
river plan for the Jordan and Yarmuk rivers with the 
Jordanian, Syrian and Lebanese governments. Most experts 
agree that to use both these rivers in order to turn Lake 
Tiberias into a storage reservoir of use to three states, Israel, 
Jordan and Syria, would (in terms of money) be much the 
cheapest way in which to use two rivers of almost equal 
size. (The annual flow at their junction is 52 per cent 
Jordan and 48 per cent Yarmuk water.) But the political 
experiences of the last few years, and the uncertainty which 
dogs all Israel-Arab relations, have convinced some of the 
scheme’s champions that its running costs might be pro- 
hibitive in terms of tempers and politics. Separate plans 
for national Israeli and national Arab schemes have there- 
fore been evolved and are both at the final blue print stage. 
Now both these schemes hang in the balance while Ameri- 
cans ponder, and Israelis make willing noises, and only the 
Arab states look churlish. 


The main political snag to co-ordinated use is that the ° 


Jordan-Yarmuk waters are of concern to four countries, 
but of major importance only to two—the Kingdoms of 
the Jordan and Israel. A relief map at once shows that 
the Syrian escarpment lies for the most part high above 
the river basins and that Syria’s great development areas are 
farther north, round the Orontes and Euphrates rivers. 
The two scantier users, backed of course by the rest of the 
Arab League could, as Arab states have often done before 
now, baulk a plan for Jordan’s salvation without much loss 
to themselves, acting simply in order to obstruct Israel’s 
advancement. ‘The first point that has to be weighed, 
therefore, in considering the mierits of the unitary versus 
the separate national schemes is not technical but psycho- 
logical. Is harmony worth waiting for while lands lie arid, 
refugees linger unsettled, and blue prints fade ? 

The trouble about deciding in favour of the two national 
schemes that could be executed tomorrow is that the step 
is irrevocable ; that a joint plan virtually becomes a dead 
letter, Once they are in operation, is evident from a descrip- 
tion of each of them. But before giving it, a word must 
be said about salinity, Lake Tiberias is fed by springs and 


rivers of which some are fresh and some saline. The 
Jordan, for instance, when it enters Tiberias contains 20 
milligrams of salt per litre and, when it leaves it, 280. 
(Not till it contains 700 milligrams of salt is water unusabie 
for irrigation.) The Yarmuk inflow of fresh water greatly 
improves the proportion, but saltmess increases as the joint 
stream flows southward to the wholly salt Dead Sea. 

The Israel plan is described first because it is the older 
in date. Originally many Jewish authorities were in f vour 
of the obvious economy of storing both rivers for all users. 
But as political relations worsened they modified their 
plans so as to keep them within Israel’s boundaries. They 
therefore conceived Israel’s present long-term countrywide 


@= Proposed Dam 
A Reservoir building 





water plan which, though it proceeds by stages, is designed 
as a well knit whole. Its two early stages—a three (0 six 
year venture of which much is under way—chiefly concern 
the waters of the coastal plain and affect this articl: only 
where they include the draining of the Hula marshes and 
Lake Hula at the head of the Jordan. ‘This local scheme 
is providing, inside Israel; much fertile larid for sett)ement, 
and has increased the flow of the river southwards by 
reducing evaporation. 

The third stage of the all-Iérael ‘water plan—to be 
executed over tén to fifteen years—is the one that worries 
the Arabs. It is to pump 460 million cubic metres pct 
annum of the headwaters of the an by pipe to 3 
reservoir already started in the G Hills, and thence 
out of the Jordan basiat and down the coastal plain to the 
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Negev. What this scheme, if completed, will do to the 
level of Lake Tibérias is apparent from the fact that the 
Jordan flow into it is §97 million cubic metres per annum 
(though out of it, owing to evaporation, only 511 million). 
[r will leave a shrunken and salty sea. The total capital 
cost of the all-Israel plan is roughly $1,000 million in order 
to irrigate 400 million dunums (one million acres). 
Because of the problematic future of a joint scheme, the 
Jordanian’s latest plan is likewise an independent operation. 
Conceived by an American adviser, it is to dam the Yarmuk 
just below a point where three wadis meet on the 
Jordan-Syria. frontier, and just as it enters the frontier 
canvon through which it flows almost until its junction 
with the Jordan. The advantage of the dam to Syria 
would be a raising of the water table beneath the 
eau and the provision of some local power from a station 
nediately below the dam. The much greater advantage 
to , ord would be the conduction of some of the water 
downstream through a concrete canal built at a high level 
along the Jordanian hillsides to a second and much larger 
power station at the far end of the canyon. The plan is, 
ereafter to use the rest of the canal water for irrigating 
210,000 dunums (§2,000 acres) of the wide eastern side of 
the valley floor by gravity flow. The second and larger 
power house would serve to pump water up on to the west 
bank. The additional water which flows into the Yarmuk 
bed below the dam site would be sufficient to service a 
Syrian spa and the six Jewish colonies on its north bank 
just above the confluence. The rough first estimate of the 
cost of the scheme is £13.5 million sterling, without power. 


The two national schemes are completely independent. 


Two Schemes or One? 


Each party criticises the other’s scheme. The Jews say 
that whereas Lake Tiberias would serve to hold the 
Yarmuk’s entire annual flow, the “ costly artificial Yarmuk 
reservoir” would only hold part of it. They add that if 
diversion of the Yarmuk into Lake Tiberias were to give 
less fresh water than is necessary to render it fresh after 
their prior removal of 400 million cubic metres of the head 
waters of Jordan, a balance could be made up from the 
Hula area. The Jordanians view as laughable any proposi- 
tion to divert the whole of the Yarmuk into Tiberias unless 
the whole of the Jordan is going in too. Why should they, 
they ask, divert their best asset into a lake of which they 
are not even a border state and where they would be 
infinitely vulnerable if the Israelis, having built a pipe big 
enough to carry four-fifths of the Jordan’s headwaters over 
to the coastal plain, were in a position to alter the balance 
in the lake at the mere turn of a cock. If part of Jordan 
water is removable, they say, then no Yarmuk water can be 
contributed. 

Whether there is to be one multinational scheme, or two 
national ones, the Americans will in one form or another 
do most of the paying. They have therefore a right to call the 
tune. Their dilemma is the old one between an imperfect 
decision today (leading to quite a measure of Arab refugee 
settlement) and a much better one that might be reached 
in a none too promising future. In making up their minds, 
they need to weigh the following additional facts. The first 
is that Syria, which has repeatedly kept them waiting for 
decisions, is so violently anti-Israel that it has never yet 
touched their money. (It is unneighbourly even to Arabs ; .‘s 
dilatoriness in putting the seal on the Yarmuk dam agree- 


ment is one reason why that project is not already under 
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way.) The second is that quite a good and cheap pilot 
scheme for an open channel south from the Yarmuk to 
irrigate the east bank was all ready three years ago, but 
was dropped because bigger things were on the way. The 
failure of these last to materialise makes the advantage of 
doing something at once look very great. The third and 
far the most weighty consideration is that no economic . 
proposition involving both Jew and Arab has ever worked 
unless. forced upon them. Is Mr Dulles prepared to force 
an international Jordan Valley Authority on sovereign states, 
some of which will be unwilling to participate? Is he 
prepared to apply some screw to forestall their refusal ? If 
so, the unitary scheme is the best. If not, best go ahead 
with the two others. The bad policy is to haver. 


New Deal for the Ukrainians 


NDER the inconspicuous titl—‘“ A Plenary Meeting 

of the Central Committee of the Ukrainian Communist 
Party ’—the Soviet press has reported one of the most im- 
portant political events in the Soviet Union since Stalin’s 
departure. ‘At that meeting, it is reported, the Com- 
mittee decided to relieve its first secretary, G. L. Melnikov, 
of his duties and remove him from the Party’s Bureau chiefly 
because of the errors in his national policy. Mr Melnikov is 
not merely a local figure. He has been up to now—and 
has not yet been officially expelled—a candidate to the 
highest organ of the Party, the All-Union Praesidium 
(formerly the Politbureau). Even more significant than the 
downfall of a man so highly placed is the cause of his 
disgrace. Hitherto, regional leaders have been attacked or 
dismissed only for local “ nationalism” and anti-Russian 
bias. Nationalism in the outlying republics has been a devia- 
tion, while in Russia proper it has been praiseworthy patrio- 
tism. Indeed, in recent times russification has been openly 
encouraged. But Mr Melnikov is now downgraded for 
having, among other things, imposed the Russian language 
in the schools of the Western Ukraine. Implicitly therefore 
he is accused of russification. Thus his case appears to mark 
a complete reversal of the former Soviet policy towards the 
nationalities. 

Such a change has been foreshadowed by other moves in 
the post-Stalin era. The doctors, when released, were 
exonerated from accusations of Jewish nationalism. In the 
Georgian affair, which followed, Party members previously 
branded as nationalists were also rehabilitated. Yet, the real 
test of Russia’s policy towards its minorities lies in the 
Ukraine. With some 40 million inhabitants this is by far 
the biggest non-Russian group. In the economic and social 
life of the country it is also most important. It produces 
about one third of the Soviet Union’s coal and steel-; and it 
has a substantially larger intelligentsia, a stronger national 
culture and tradition than any other minority group. More- 
over, throughout the history of the Soviet Union it has pro- 
vided the Kremlin with its most difficult national problem. 

At first the revolution seemed to many Ukrainians to 
herald an era of freedom. The Bolsheviks had always been 
the most outspoken critics of Tsarist oppression. True, 
they soon limited their promise of self-determination by 
the major clause “ in the interests of the working class.” In 
the cultural field, however, they were willing to grant a large 
degree of autonomy. The Ukrainian language was used by 











824 


the provincial administration. In all the universities—in 
Kiev, Kharkov or Odessa—Ukrainian was the main 
language even though there were many Russian students. 
Ukrainian nationalists could only complain that they had 
no right of secession. This liberal policy was inaugurated 
when the commissar for nationalities was Stalin, the man 
who a few years later was to provoke the bloodiest social 
upheaval in the history of the Soviet Ukraine. 

With Donbass coal and Krivoy Rog ore the Ukraine was 
the key to Russia’s industrialisation. It was also its granary 
and there the fiercest battles of collectivisation were fought. 
This ruthless struggle devastated the country like a major 
war. The conviction that such™bitter memories are not 
quickly forgotten must have formed the basis of Stalin’s 
subsequent mistrust of Ukrainian nationalism which in the 
years before the last world war was steadily increasing, partly 
in reaction to the Great Russian nationalism which was then 
the official fashion. The régime, however, could not tolerate 
any centrifugal forces, particularly on its western flank. Yet 
through its purges of devoted Communist workers and 
intellectuals in the late “thirties it only strengthened the 
hand of the nationalists. 
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Thus, when the war broke out the Ukraine seemed the 
best breeding ground for collaborators. The Nazis’ unwil- 
lingness to redistribute collective land together with their 
barbarity helped to rally the Ukrainian people to the Soviet 
cause. There were, however, many defections. Lazar 
Kaganovich was sent for a year as party chief to the Ukraine 
to get the difficult postwar situation under control. The 
gangs of nationalists were exterminated ruthlessly, while 
the energies of the country were directed to the gigantic 
task of reconstruction. At first the question of economic 
survival dominated all other issues. Soon, however, the 
national problem re-emerged in roughly the same form as 
before the war. Under the impact of the cold war Great 
Russian nationalism once again raised its head. The wave 
naturally swept through the country. What, however, was 
a virtue in Moscow was considered a vice in Tiflis, Riga or 
Kiev. In 1951 the Ukrainian poets were strongly attacked 
for echoing in their own idiom the patriotic notes which were 
being sounded in Russia. Writers, historians and even 
Party officials were censured for nationalist deviations, 

Thus, politically the growth of the Ukrainian intelligentsia 
was judged to be dangerous ; but economically it was indis- 
pensable. There are apparently 158 establishments of higher 
education in the Ukraine, from which 40,000 students 
graduate every year. The technicians and bureaucrats sent 
from Russia must have been submerged in this mass. As 
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long as a nationalist climate was prevailing throughout the 
country the task imposed by Stalin on’ his emissaries—t 
quell Ukrainian nationalism—seemed superhuman. It was 
not, however, the only task in the postwar period. The 
Party had also to assimilate and adapt to the Soviet Pattern 
the so-called Western Ukraine, that is, the territories 
acquired since 1939, chiefly from Poland. It is now admitteg 
that collectivisation was imposed on these lands with ay 
excess of zeal and that attempts were made to russify an 
unwilling population. 

M. Melnikov is certainly taking the blame for much that 
was not his own doing. He became first secretary of the 
Ukrainian Party only in 1949 and up to then played second 
fiddle to Nikita Khrushchev, who is now first.secretary of 
the All-Union Party. Besides, the policy of russification 
had the Kremlin’s blessing until Stalin’s death. On the 
other hand, he may have belonged, together with the dis- 
graced men from the Ministry of Security (Ignatiey and 
Ryumin), to the “tough” group which hoped to rise to 
power on the wave of the vigilance campaign. Whether he 
is a scapegoat or a culprit, however, his departure marks a 
change of policy. He is replaced as first secretary by a 
Ukrainian—A. I. Kirychenko—and his place in the Bureau 
is taken over. by the writer Korneychuk who was criticised 
in 1951. These decisions of the, Ukrainian Central Com- 
mittee are bound to find an echo in the other republics, 
from neighbouring Byelorussia to distant Uzbekistan. On 
the issue of nationalities, as on others, Russia’s new leaders 
seem to hold that conciliation pays better than coercion. 


Economic Integration in Eastern Europe—II 


Soviet Economic Stranglehold 


USSIAN control of the economies of eastern Europe 
is exercised through the Council of Mutual Economic 
Aid (Comecon), which was founded in January, 1949, with 
its headquarters in Moscow. The six original members 
were joined by Albania in August, 1949, and by Eastern 
Germany in September of the same year. It is also reason- 
able to assume that Communist China has now joined the 
Council ; it has participated with the satellites in several 
triangular deals and the office of the China Export-Import 
Corporation in east Berlin appears to be largely staffed by 
east Germans. The closest secrecy has been observed about 
the details of the Comecon; but from the scattered 
fragments of information available there emerges the picture 
of a large and complicated organisation with a big 
secretariat and many inter-related committees. ‘There 1s 
some evidence that a representative of the Council in each 
satellite capital transmits the directives from Moscow. 
After the war the east European states which had fought 
against the Soviet Union were naturally in no position t 
withstand the Russians’ determination to dominate and 
exploit ; this they carried out principally through theit 
confiscation of all German assets and the formation of 
mixed companies. In Bulgaria very little is known o! these 
companies, but in Rumania over a dozen, known 4s 
Sovroms, have been set up and between them they control 
the greater part of the country’s economic activity. 
Ostensibly they were. formed on a 50-50 basis, but 1n fact 
the Russians valued the assets which they contributed at 
an arbitrary and inflated figure while insisting tha! the 
actual value of the Rumanian contribution should be equal 
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Branches of The Chartered Bank of India, Australia 
and China, under British management directed from 
London, are established at most centres of commer- 
cial importance throughout Southern. and South- 
Eastern Asia and the Far East and the Bank’s clientele 
is drawn from all the peoples of the East who engage in 
= commerce and industry. The offices in London, Manchester 
and Liverpool are linked directly to the Bank’s overseas 
organisation and they are fully equipped to provide the 
banking facilities and information services required by 
merchants and manufacturers in the United Kingdom who 
trade as exporters or importers with :— 


Borneo Hong Kong Japan Sarawak 

Burma Colony sisleyan Federation Siem 

Ceylon India Pakistan Singapore Colony 
China Indonesia Philippine Republic Viet Nam 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 


(Incorporated by Royal Charter, 1853) 
HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 

WEST END (LONDON) BRANCH: 28 CHARLES II STREET, LONDON, S.W.x1, 
MANCHESTER BRANCH: 52 MOSLEY STREET, MANCHESTER, 2. 
LIVERPOOL BRANCH: 28 DERBY HOUSE, LIVERPOOL, 2. 

NEW YORK AGENCY: 65 BROADWAY, NEW YORK, 6. 
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to the inflated value_of their own contribution. Like the 
similar companies formed in other ex-enemy satellites, they 
are controlled ‘by Russians, are exempt from local taxation 
and enjoy what amount to extra-territorial privileges. 

In Hungary, the Russians’ seizure of German assets gave 
them a firm foothold in important sectors of industry as 
weil as in banking and insurance ; in some enterprises they 
acquired an exclusive or dominating interest in this way and 
in others a smaller share. In addition about half-a-dozen 
mixed companies, known as Maszovs, have been formed ; 
the most important of these have between them come to 
control the extraction of bauxite, coal and oil, and have 
thereby a strong hold over Hungarian heavy industry as a 
whole. Secret protocols signed in Moscow in December, 
1947, gave these Maszovs, and other Soviet-dominated 
companies, various privilzges which included the right to 
conclude private barter agreements with the Soviet Union, 
to receive profits and dividends tax-free and to transfer 
these to the Soviet Union in the form of goods. 

Even the Hungarian Communist leaders seem to have 
been taken aback by the creeping stranglehold exerted by 
the Russians over their econdmy in the postwar years ; it 
is said that in December, 1947, Rakosi himself intervened 
to prevent the Russians from acquiring a 50 per cent interest 
in the Manfred Weiss (M. Rakosi) combine. Last Septem- 
ber the Russians made a gesture by agreeing to sell back 
to the Hungarians 69 Soviet enterprises ; but these con- 
cessions do not affect the: industries of major’ importance 
to the Russians. In eastern Germany, where’ joint-stock 
companies (SAGs) were formed from assets originally 
scheduled for dismantling, some similar gestures were also 
more apparent than real; the SAGs now control only 
about one-tenth of total production, but this includes a 
quarter of electric power production and two-fifths of the 
chemical industry. 

In enterprises where the Soviet Union has a dominating 
or partial financial interest, Russians in key positions 
usually follow as a matter of course. Elsewhere the 
presence of Soviet technical experts must provide a useful 
measure of control—a control, moreover, that it is par- 
ticularly difficult for the satellites to reject since it is 
presented to them in the guise of brotherly assistance for 
which they should be deeply grateful. In the more 
backward satellites, Soviet technicians and blueprints may 
indeed be an asset ; but Czechs and Poles must feel only 


















Markets Overseas 


Tf you are seeking new markets abroad or want to know more 
about your present ones, the quarterly reports by The Economist 
Intelligence Unit will help you. These reports give concise 
and up-to-date analyses of economic and business conditions 
and prospects im other countries, and they contain a wealth of 
information of value to the exporter and investor. Each 
report is prefaced by a summary of the main facts and con- 
clusions, and contains a comprehensive statistical appendix 
supplemented by maps and diagrams. 


This service of reports was started by the Unit last year. 
From the outset the demand was large and came from many 
parts of the world, and in response to requests from subscribers 
the list of countries included in the service has been extended. 
Fifty reports are now published every quarter on a total of 
seventy territories. 


Descriptive leaflets and a specimen copy of the reports 
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very modified enthusiasm for technicians from ; country 
which they commonly regard as less advanced than thei; 
own. 

Russian help to its satellites is not, of course, confined 
to technicians and blueprints. The satellites’ press contain 
frequent grateful references to the raw materials, machinery 
and even whole industrial installations which they are 
receiving from the Soviet Union. Whether or noi these 
reports are exaggerated, it would be idle to deny ‘hat the 
rapid expansion of heavy industry in eastern Europe must 
owe a good deal to Soviet deliveries. All the same, from the 
scanty evidence available, it is reasonably clear that the 
satellites pay heavily for whatever benefits they deriy« from 
their forcible connection with the Russians. It is not only 
that their economies are heavily strained by the deliveries 
that they themselves must make to the Russians—and the 
strain may become even more intolerable if they are called 
upon to supply a large proportion of the goods needed by 
China for its industrialisation programme. Soviet orders 
also spoil the satellites’ chances of more attractive markets 
elsewhere, as well as delaying the equipment of their own 
industries ; in 1948, for instance, the conclusion of the 
six-year Soviet-Hungarian trade agreement forced the 
Hungarians to cancel an important agreement just con- 
cluded with Argentina, 


Dependence on Soviet Supplies 


Moreover, the compulsion of concentrating as much as 
possible of their trade within the Soviet bloc, not only 
makes the satellites heavily dependent on Soviet supplies, 
but also hampers their industrial production by forcing 
them to make use of inferior materials. It appears that 
they can only buy abroad those materials which the 
Comecon is satisfied cannot be obtained within the bloc ; 
whether they aze of the right kind and quality seems to be 
largely immaterial. Thus the low Hungarian textile pro- 
duction is thought to be largely due to the enforced use 
of inferior Russian cotton; while the Czechoslovak 
chemical industry which formerly used to manufacture 
end-products from materials obtained from Germany, has 
now been forced to reorganise itself so as to be independent 
of these outside resources. The Czech iron and steel 
industry, which used to use Swedish ore, is now forced to 
supplement its suppli¢s of Soviet ore by opening up its 
own low-grade deposits—an operation which appears to 
have been only a partial success. 

The central control exercised by the Comecon over the 
economic affairs of the Soviet bloc also renders the 
satellites, whose currencies are closely tied to the rouble, 
vulnerable to various forms of price exploitation by the 
Russians. If in their trade negotiations with, say, the 
Hungarians, the Russians insist on delaying a sc(\iement 
of prices until after the Hungarians have committed them- 
selves to making certain deliveries, then the latter are 10 4 
poor position to argue about prices. It is known, for 
instance, thatthe Russians paid only $480,000 for Hun- 
garian rolling stock that cost $550,000 to make, and only 
$6,000 for steel pipes that cost $10,000 to produce. The 
Russians also play the lucrative role of middlemen in inter 
satellite exchanges of raw materials. The Hungarians get 
Polish coke ; the Czechs get Hungarian..wheat ; the Poles 
get Rumanian oil—but the coke, wheat and oil al! come 
from the Soviet Union as Soviet i $. 

(Concluded.) 
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TINPOT 


| DICTATORS 


RE the nationalised railways 

and the trade unions to be 
allowed to hush up the’ scandal 
of the driver who. abandoned 
his train in a huff at a level 
crossing ? 


Are the five Cornish magis- 
trates—one of them a woman— 
who had a girl of 19 kept 
in prison for three weeks on 
evidence so flimsy that the 
case was thrown out on appeal, 
to be permitted to hush up 
this iniquity ? 


JOHN. GORDON 


will disclose some astonishing 

facts about both these public 

scandals in his famous Current 
Events column 


in the 


SUNDAY 





EXPRESS 
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THE PURPOSE AND RESULT OF SENSIMATIC CONTROL 


<———— Here’s the secret of the Sensimatic’s astonishing 
versatility. Each panel (or sense-plate) like this guides th: 
machifie through any four different accounting jobs in any com- 
bination. There is no limit to the number of panels you can use. 


From one accounting machine — 
| countless applications 


Control, which directs the machine automatically through every 
mathematical function and carriage movement during a posting 


i NOW THERE ARE FIVE VERSIONS of the Burroughs Sensi- 
i on és . * <s . se 3 
Purchase Ledger matic Accounting Machine, giving you the registers or combina 
i tions of registers you need for the jobs you have on hand. 
HI | All are based on the completely new principle of Sensimatic 
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operation. Just as there is no practical limit to the number 
of different accounting applications the Sensimatic will handle 
Gost Accounting —switching instantaneously from one ‘to another at a turn 
of the selector knob—so there is no limit to the economies in 

time and labour which its use will effect in your office. 
Call Burroughs about the Sensimatic today. You'll be sur- 
| prised at the low cost of this multi-purpose accounting machine. 

Statistical Analysis Burroughs Adding 









House, 356-366 Oxford Street, 
London, W.1. Sales and Service 
and many more offices in principal cities. 


| Machine Limited, Avon 
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THE 
BUSINESS 
WORLD 





Steel Shopwindow 


A. NUMBER of points of significance to prospective 
{ \ investors in steel shares emerge from the second, 
ind final, report of the Iron and Steel Corporation. The 
Corporation (which will shortly be passing its steel 
shareholdings to the new Realisation Agency for dis- 
posal to private investors) has computed the profits of 
its steel subsidiaries at £75 million in the year to 
September last year, compared with an annual rate of 
£64 million in the preceding period. Of this total profit, 
a quarter was earned from exports of steel at a premium 
over home prices ; these export premiums on British 
steel have been running down, and for certain products 
including tinplate) they have virtually disappeared. 
lhe second consideration for investors is the impact 
of the steel “Industry Fund” upon individual com- 
panies ; at the end of last September, this fund was 
{9 million in deficit. The Fund is, in fact, a device 
for spreading certain costs of steel making across the 
whole industry and is fed by a levy on crude steel pro- 
duced and by a special levy on steel made from scrap. 
These levies cover the cost of importing iron ore, <emR> 
and iron and steel at world prices, and selling them 
more cheaply here. In effect, they also reduce the cost 
of making steel from pig iron and increase the cost of 
making steel from serap. Figures published elsewhere 
supposy the guess that the spreading of costs (or, in 
other words, the reallocation of profits) through the 
Fund was at the rate of £80 million last year. The 
Pr tits of the Corporation’s subsidiaries (before addi- 
tional provision for depreciation) amounted to practi- 
cally £75 million. This is a formidable reshuffle, 
involving the whole net profit of the industry ; ; the 
amounts by which the costs of a works using imported 
scrap and iron ore may have been mitigated and those 
of a works using home ore increased are unknowns that 


cannot be weighed by the prospective investor. In 
these financial gymnastics, many who are penalised on 
the swings also have an agile foothold on the round- 
abouts. Moreover, the levy has been somewhat reduced 
since last September, and the Fund should now be seif- 
balancing. But so long as the fund operates it will pose 
certain questions: What does the Steel Act mean when 
it talks of “competitive conditions” in the supply of 
Stee! ? And what is the investor. buying when he 
acquires a particular steel share ? 

These are important considerations in the assessment 
of individual steel companies. Nor does the Corpora- 


.tion’s report, with ‘its compendium of the results of its 


subsidiary companies to last September take more than 
a beginning in dressing the shopwindow in steel. For 
that, the investor must still await the appearance of the 
separate offers for sale. The results of past years have 
been influenced by the keeping down of prices and 
profit margins on semi-finished steel and making money 
out of finished products. Most of the large 
integrated works thus gain at the finishing end what 
they might otherwise lose on semi-finished steel. «Most 
of the re-rollers, buying in their billets, have made a 
comfortable living at the finishing end of the trade. But 
now a period is opening in which further huge invest- 
ment in pig iron and crude steel capacity is planned ; if, 
to attract the money for these projects, the price struc- 
ture in steel was modified, and if imported ore was no 
longer made artificially cheap, as at present, the whole 
order of profitability that the steel industry has known 
in recent years might be radically changed. Such 
alterations in price policy may not be likely. Imports 
of iron and.steel are being reduced, and in the long run 
the price of imported ore should come down. But this 
emphasises the degree to which a steel company’s profits 


830 


will depend upon prices controlled from the centre— 
mainly by the Supervisory Board. , 

In these circumstances, it would-be vain to look for a 
perfect standard of comparison of profits between the 
different steel companies that are likely to be on offer 
shortly to the investor. Conditions are changing in 
the export markets ; the intra-industry levies and subsi- 
dies may be modified ; and the price relations between 
different steel products that have subsisted for so long 
may not necessarily be permanent. Even if the investor 
proceeds by what is known of the past, he will not be 
able, at this stage, to push comparisons too far. In the 
accompanying table, some 25 out of the 80 subsidiaries 
of the Steel Corporation are ranked in accordance with 
a simple standard of profit-earning capacity—in some 
respects, a deceptively simple standard. This standard 
is based on a comparison of a company’s net income 
after tax with the book value of its net assets. The 
appearance of a high percentage return is not, in itself, 
an invitation to go in and buy—though it may be for 
certain companies. Book values are notoriously defective 
measures of assets ; they may have been heavily written 
down—for examples, there are the smaller and older 
tinplate companies and some of the re-rollers whose 
plant now appears at an almost nominal sum, and whose 
profits would show impressive percentages.. But for 
some of these, good trading conditions may not neces- 
sarily be maintained, and the day may be close 
when profits make a poor showing even by'reference to 
asset values that are far below replacement cost. Any 
inference from such a comparison about the strength of 
a particular company must therefore be most carefully 
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qualified. But when applied to the major companies jt 
does afford the general conclusion that the apparént 
return on many finishing operations is comfortab|y high 
compared with the return that an integrated p!ant— 
particularly a plant that has been completed in recent 
years at high cost—can generally show by this standard. 

Some indications of future development cosis—far 
from complete—are given in the table. Sanction has 
been given to the expenditure of £60 million this year 
and next year by the companies now publicly-owned, 
The second steel development scheme for these com- 
panies was put at £250 million on prices ruling early in 
1952. With other subsidiary schemes, the Corporation 
estimates, the companies’ total commitments may 
approach £350 million “in the next few years.” This 
is a large sum. No doubt the companies would wish to 
find a good part of it—say, a half—from their revenues. 
But already this year the Corporation has been borrow- 
ing steadily to finance part of the cost of development— 
its bank loans had reached £16} million by the end of 
March. If premiums on exported steel continue to 
narrow, the prospect for profits will be less secure ; the 
Corporation declares that it would be “ unsafe to rely 
on finding more than £30 million per annum from 
depreciation provisions and profits retained within the 
group.” The present. level of steel profits retained is 
partly determined by the fact that only {£9 million a 
year has to be found in interest on steel stock ; more 
liberal distributions on- the ordinary capital of an 
industry restored to private ownership would reduce 
the amount of net revenues that could be retained. The 
Corporation adds: 










































Net. | Loans Capital Ordinary 
Ne i 1. oe Sna 
Gross profits, |income,| Net | Profits | a $ 5 = ; es sa < 
before tax after | assets | ratio |; ggc| 6&8] Debs. | 
tax | ay | RES] and | Pref. | Ord. : 
| 2°c b| Loans | ; + anes 
“Te > E cee Nominal | r 
1950-51/1951-54 1952 | 1952 | 1952 | 1952 | ~~ “| 1952 | 1952 
§ | | i 
£'000s | £7000s| % | £'000s | £'000s £'000s | £'000s | 000s fs. 4. 
Roadie Raat 6 ii osu cw ta beh aoe 4,160 | 24,695 | 16-9 [SeMOO4 co Ea 2,150 fl 113 1 
Richard Thomas & Baldwins* ........... 4,925 | 30,723 | 16-0 8,600 | 14,500 | 4,788 23,090 | 6s. 8d. | 15 3 
Se PEELE EERIE ETO TT eee 508; 3,650 | 13- ii . 6d. | 6 3 
Wiha Mee oi ee ik ee 557 | 4,310 | 12: fl | 37 
Guest, Keen & Nettlefolds (S. Walés)t.... 473 | 3,916 | 12: £1 | 2 6 0 
Sie Wiehe Be IGOR os ia eck sawed ewcs 5,571 | 46,407 | 12- fi | 17 4 
SOutis Ds oso ee ein SS ss 764 | 6,917 |.11- £100 105 0 0 
IE TOWING io is g's as BS 4 Sek oe nee v8 303 | 3,060 . 1 310 0 
(Me ee es SS 2,072 | 21,762 | 1 | 118 0 
Guest, Keen, Baldwins*................- 944 | 10,009 | £1 215 0 
ei Lantashire Shea di. <ivisvwds dave deed 1,183 12,849 | 9- Be fl 115 0 
no Steet Oa, OF WAM oe oc ck hn nk cucicaave 1,769 | 21,536 | 8- 1 (1s. pd.) 6 0 
PIT WICOMEOT 5 85 FS oe i ak dk Seo whe bes 3 ose 
Ri OE So. ch diak ss tuple w ine cee 1 115 5 ® 
Paws & SOM oii accented 1/186 
eh TNE os a 5 5s a Fab we aaa 1 14 0 
William Beardmore...........+.++.2+s. p 213 8 
Dele Be Rea on ch ba aa dh cw ow ke ‘ 10 6 
Thos. Firth & John Brown ..2........... 1 | 318 2 
Unibeh Mba. snp <cvsaiietieddsxevess a | 110 4 
Darlington & Simpson? ...............6. 1 112 9 
Pease & Partners Normanby ............ A | 17 6 
Was PO i ess i ak State eb 10s. 4 @ 
ee ere eee 6s. 8d. | 15 3 
SOI SRNODE 5h dns bok ibe’ bib acaces m6} (1 Ce u 


* Mainly integrated iron and steel plants. } Mainly rolling mills, (a) Loans from the Corporation shown in roman * loans to the Corporaver 
shown in italics. j Adjusted to 12 months basis. ” types 
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It will be noted that should trading profits of the group 
‘:!] substantially, the amount payable in taxation in the 
vears of declining profits could well absorb all the funds 
arising. In this event the whole of the estimated capital 
svestment of £60 million per annum would require to be 
fnanced by external borrowing. 


$31 — 


That is the worst contingency and it may never 
happen ; moreover, the Corporation may be over conser- 
vative. But the provision of further money to finance 
development in steel under private ownership must 
be a weighty consideration for the prospective investor. 


Engines for Ships 


C HOICE of the type of marine engine to propel a 
new ship is no easy matter for the shipowner ; and 
today the variety of equipment he has to choose from is 
widening rapidly. Many variables have to be weighed, 
such as the conditions of service, the speed or power 
needed, first cost, reliability and maintenance costs, and 
fuel costs and availability ; one or other of these con- 
siderations may‘on occasion be decisive. Until recently 
the main choice has usually been between the steam 
turbine and the diesel engine, in various forms. But 
already a new form of propulsion, the gas turbine, is on 
the scene ; and the use of nuclear energy for marine pro- 
pulsion may not be far distant. 


The marine gas turbine is still in an advanced stage 
of experiment, particularly for commercial, as against 
naval, operation. But its advent has already called out 
considerable advances in technique and performance 
from the more conventional forms of marine engine. 
From the point of view of prime cost, reliability and ease 
of maintenance, the reciprocating steam engine still 
remains a suitable choice for many types of ship, but 
the principal rivals for the favour of shipewners. today 
are the steam turbine and the diesel engine. From the 
table, which gives an analysis of the world merchant 
fleet according to propulsion, for 1939, 1948 and 1952, 
it can be seen that the triple-expansion steam engine, 
including engines that incorporate a low-pressure 
exhaust turbine, has lost ground in terms of its share 
of total tonnage since before the war. Steam turbine 
propulsion, by- this yardstick, has increased its share 
rather more than the diesel in comparison with 1939 ; 
but since 1948 the motorship has increased rapidly. 


These figures illustrate the fleet in being; and must 
be considered in the light of intervening events. 
Enemy bombs and torpedoes sank steamships and 
motorships indiscriminately during the war, but the 
huge wartime replacement programme, undertaken 
mainly in the United States, gave precedence, inevitably 
in the circumstances, to steam reciprocating and turbine 
machinery. Since the end of the war, economic con- 

siderations have dictated the choice of machinery to a 
greater degree once more, and there has been much 
more variety in the types of ships built and the services 
for which they have been designed. During 1952, for 
instance, of the 1,074 vessels, totalling 4.4 million tons 
gross, which were launched, 838 vessels of 2.9 million 


tons were motorships, 110 vessels of 1.3 million tons 
were turbine ships and only 126 vessels of 259,000 tons 
had- steam reciprocating machinery. 


Diesel propulsion is generally preferred for medium- 
sized ships, but larger ships are mainly turbine steam- 
ships. For the higher powers and faster speeds required 
in passenger ships or large tankers, for example, steam 
turbines so far have been the only possible answer, 
Using the higher temperatures and steam pressures that 
metallurgical advances have now made possible, as much 
as 20,000 shaft horsepower can be developed by a 
turbine installation driving a single propeller shaft. The 
general postwar tendency for the size and speed of 
merchant ships to increase has thus favoured the 
adoption of steam turbine machinery, but turbine 
engineers have by no means been neglecting the other 
end of the scale. 


* 


Marine diesel engineers, on the other hand, have made 
considerable progress recently in their endeavours to 
overcome drawbacks of size and weight in com- 
petition with steam turbines for the higher powered 
ships. This has been achieved through the application 
of turbo-charging systems to the two-stroke engine of 
high horsepower. The effect of this development, 
pioneered by the Danish firm of Burmeister and Wain, 
is a considerable saving in engine weights and sizes for 
the power developed. The recently completed cargo 
liner Songkhla, for example, a vessel of about 10,000 
tons deadweight with a loaded speed of nearly 17 knots, 
is powered by a “supercharged” 7-cylinder engine 
capable of developing 8,750 brake horsepower in normal 
continuous service. Without turbo-chargers, it would 
take at least 9 or 10 cylinders in a normally aspirated 
engine to give this power,-and the new. system can 
provide a saving of about 30 per cent in weight and 20 
per cent in length of engine ; alternatively, an increase 
of about 35 per cent of horsepower can be provided for 
the same weight and size of engine. By adopting the 
new system, therefore, a shipowner can increase his 
carrying capacity or his speed, or take the advantage of 
any combination of the two that suits him best. Although 
the Songkhla has only recently completed its trials, 
orders for no fewer than 50 sets of these diesel engines 
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have already been placed with the manufacturers and 
their licensees, including British marine engineers. 

It has thus become possible for marine diesel engines 
to provide much higher powers without the necessity of 
duplicating the machinery and providing twin screws. 
Another method of obtaining a similar result from 
diesels, that has been finding increasing favour, is 
by the installation of two or more diesel engines in a 
ship, coupled to a single shaft through gearing, or 
hydraulic or electro-magnetic couplings. By using 
two diesel engines “ in parallel,” as it were, a consider- 
able saving in the length and height of the engineroom 
can be achieved, which can be used for increasing 
passenger or cargo accommodation. There is also the 
advantage that if one breaks down the ship can still run 
on the other. In fact, when two engines are coupled to 
one shaft a breakdown in one engine may reduce the 
ship’s speed by only about 15 per cent. This means an 
even greater saving in fuel consumption and may in 
some cases be adopted deliberately. Some owners have 
found, for example, that it is profitable to instal twin 
geared diesels but to use the extra power of the second 
diesel only when circumstances require it. 

The gear diesel installation, therefore, combines 
single-screw efficiency with multi-engine reliability, and 
in it the use of hydraulic or electro-magnetic couplings 
has revealed certain further advantages. The loss of 
power through propeller “ shp ” has been reduced from 





PROPULSI ) THE WORLD MERCHANT FLEET 
(‘000 tons gross) 

Method of 1 yulsion 1939 1948 1952 

Steam turbine and turbo-electri 9,728 19,261 22,391 

Diesel and diesel-electric ....... 16,919 bi, 29L 26,150 
team reciprocating, including 

combined L.P. turbine ...... 41,863 43,840 41,640 

POCES, \ vines Gn been waa as 68,510 80,292 90,181 
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about 8 per cent in the case of direct drive to as little 
as 2 or 3 per cent with hydraulic and less than 2 per 
cent with electro-magnetic drive. Flexibility and 
manceuvrability have been greatly increased. Since the 
two coupled diesels will be smaller than a single slow- 
running engine of higher power, the cost of spares and 
replacements is lower, although this is offset to some 
extent by the larger number of cylinders. Nevertheless, 
it means that more running repairs and overhaul can be 
carried out by engineers on board ship, and the amount 
of shore work correspondingly reduced. 

Similar flexibility of engineroom arrangement and 
manceuvrability can be achieved by the use of electric 
propulsion motors, to which current can be supplied by 
alternators, actuated either by diesel engines or turbines 
~ (steam or gas). This system has notable advantages in 
certain conditions of service, but its high prime cost and 
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complications of maintenance still militate against its 
more general adoption. 

Fuel consumption is an important factor, not only 
because of the cost but also because of the space and 
carrying capacity that must be used for its storage over 
a long voyage. In this connection, the existing economy 
of the diesel engine over the steam turbine has been 
increased by the development of equipment that enables 
diesel engines to burn ordinary boiler fuel instead of the 
more expensive diesel fuel. On the other hand, diesel 
engines generally require considerably more mainten- 
ance than turbine machinery. Maintenance can be an 
expensive item over the lifetime of a ship, involving 
losses of earnings through delays as well as expenditure 
on spare parts and repairs—and it is often argued that 
the lower maintenance costs of turbines more than com- 
pensate for their higher fuel costs. 


* 


Really full comparisons of operating costs seldom 
become generally available, and the trend of shipowning 
opinion is often influenced by indications of policy from 
large groups operating vessels with propulsion equip- 
ment of all types. Since the war the lead has often been 
given by the tanker companies ; apart from being very 
large fleet operators, they are experts in fuel economy. 
The Shell group’s marine research department, for ex- 
ample, was primarily responsible for the adaptation of 
diesels to use residual fuels. But the impression that 
this development made upon shipowners in general was 
somewhat tempered by the subsequent decision of the 
group to make all but one of the 50 “ general purpose ” 
tankers of about 18,000 tons dw that it has recently 
ordered turbine steamships. Most of the largest tankers 
now being built have turbine power, though some motor 
tankers of up to 32,000 tons dw are in service or under 
construction ; but the Shell group’s new programme 
provides an example of turbines invading a field that the 
diesel engineer might have reckoned as his own special 
preserve. It is true that in tankers there are special 
demands for steam to heat the cargo for handling pur- 
poses, and steam is also used for the cargo pumps 
though these may be electrically driven. 

For a preliminary verdict on the economics of the 
marine gas turbine, shipowners have again to look to 
Shell. Experience with one gas turbine unit in the 
tanker Auris (the balance of its power is diesel-electric) 
has shown that repair and maintenance costs may be 
almost negligible on a gas turbine. One of the 50 new 
tankers for the Shell group is now to be powered entirely 
by two gas turbines, driving a single propeller shaft 
through electric motors and reduction gearing. Since 
all the other tankers in the new Shell programme vill 
use turbine or turbo-electric systems, and all will have 
the same horsepower of 8,300 shp, it should be possible 
by 1956 to obtain a direct comparison of the operating 
and maintenance costs at least of these three types of 
propulsion. 
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More Modest Funding 


HE recent rumours of a new government loan were 
OF ciate last Monday more promptly than had been 
expected, but the operation proved to be a less ambitious 
one than the pundits of the gilt-edged market were 
envisaging last week. It took the unpretentious form of 
another issue for cash of a further tranche of the 3 per cent 
Exchequer stock, 1960, first issued early last March ; the 
lists were opened last Thursday, and closed at 10.15 a.m. As 
on the previous occasion, the amount offered was {100 
million, but this time the issue price was par, instead of 995, 
a difference equivalent to the greater part of the advance that 
had occurred in the stock during the preceding three 
months. The gross redemption yield offered by the original 
tranche was {£3 Is. 7d. per cent at the issue price, whereas 
at one time last week the corresponding yield offered at the 
market price was down to {2 19s. 2d. per cent. The yield 
offered by the new stock of a level 3 per cent was only a 
shade above the market basis at the time of the announce- 
ment, since the effect of the rumours current in the market 
had been to force the price slightly below its peak. 

The issue had been heralded by the recent success of 
the authorities in disposing of departmental holdings, a 
success clearly indicated last week by the raising of the 
prices for the supply of stock through the unofficial “ taps ” 
ind then by the closing of the tap in the 1960 stock. This 
clearly implied that the departments had sold as much of 
their portfolio as they were prepared to relinquish ; but 
the market generally expected that the new operation 
would be designed not only to provide the authorities with a 
further supply for tap sales of this kind, but also to make 
a first: attack upon the maturities that lie ahead— 
£577 million of 1} per cent Serial Funding stock falls due 
in mid-November and {810 million of National War Bonds 
ire finally repayable three and a half months later. The 
market is assuming that this problem is now not likely to be 
tackled before the autumn. The new issue therefore seems 
to have been designed to enable the authorities to capitalise, 
market and 
the liquidity ratios of 
season of Exchequer 
Some of the banks and other institutional 


in a smail way, the recent advance in the 


simultaneously to restrict the rise in 


during ine summer 


t » ? y t *Y > = » ] ’ ’ t (re t . fT > sta 1- 
Inve¢ > Wel undo ted ly interest d in the new Stock, 
' 


Ol r to be sultab > Or the di ounft mark * nd 
AU Lie, 4 biLaAVIL Wi Lahat — Abit bal INL, anc 


S' 


some of the institutions had probably 
immediate requirements tl 


already filled their 
market. It 


participation 


1rough seems 
probable, therefore, that departmental 1as 
been substantial ks’ 


- if so, the immediate 
ratios will be slight. 


effect upon the ban 
In short, the tactics fit in neatly with 
the principles of the budget and with the Chancellor’s 
indication that monetary policy would probably be kept 
for some time on an even keel. 
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Counsel from Basle 


ROM the undefiled air of Basle comes the annual dose of 
F orthodox exhortation that can be depended upon in 
the report of the Bank for International Settlements. This 
year the sermon is addressed to a seemingly more receptive 
and sympathetic audience and is, therefore, couched in less 
aggrieved tones than those of some earlier reports. Two 
themes dominate this year’s report. The first is the question 
of the financing of investment. On this the report points our 
that countries which have been most successful in solving 
the problem of non-inflationary investment are those which 
have sought to achieve both physical reconstruction and 
monetary rehabilitation at one and the same time. In these 
countries “the maintenance of monetary confidence has 
created the conditions for a flow of genuine domestic 
savings.” The report throws liberal doses of cold water 
on the policies of those countries that have laid the main 
stress On savings achieved by means of budget surpluses and 
self financing by companies. It argues that substantial savings 
out of a budget surplus demands heavy taxation which, in 
turn, may cause a reduction in private savings greater than 
the amount of the attempted budget surplus. Experience, 
says the BIS, has revealed the uncertain nature of official 
contributions to capital formation and has shown that capital 
markets can provide substantial funds for investment pro- 
vided satisfied: that monetary 
stability is maintained ; that the level of taxation 1s not 
so high as to make private savings impossible ; and _ that 


three conditions are 


no attempt is made to impose unnaturally low rates ol 

interest rates. 
The second theme of the BIS report almost chose itself: 

convertibility. The objectives should | 

avoiding all 


ye complete con- 


vertibility, flirtations with insulation and 


permanent discrimination 


f 


against any ome currency. 


Europe’s whole history shows that the periods when it has 


1 


been cut off from other regions of the world have been tt 


Ae 


dark ag Moreover, “ convertibility is a flexible bond 
which constitutes the most effective and th ast rigid torm 
of integration.” herefore “the movement which is 4 
present carrying most of the countries of Europe toward 
genuine convertibility should not be allowed to 
momentum But even the BIS d not suggest it a 
immediate jump into complete convertibility and 
crimination in international trade is practical pol I 
envisages the plan of action in a series of stages in ling 4 


period of transition during which “a wider m 


y 
exchange) fluctuation should be permitted than would be 


hin 


It is quite evident that within 


acceptable in the 
the walls of the Bank for International Settlements the dis 


long run.” 
cussion of the problem of convertibility has ranged beyond 
the realm of principles and generalities and has progressed 
well into questions of technique 
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British Transport’s Surplus in 19§2 


N all the circumstances of 1952, the achievement of a 
| net revenue surplus of £8.4 million by the British 
fransport Commission was meritorious ; to mark its fifth 
year, it shows the first significant net balance, of {£43 
million, after meeting its obligation to redeem its capital. 
lo sum up the five years, the Commission carries forward 
, deficit of £314 million, after providing £17} million for 
apital redemption ; this deficit was largely incurred in 1949 
ind 19§0 and it represents little over one per cent of the 
revenue receipts ({2,860 million) over the five years. For 
a year which saw a distinct recession in trade in the early 
months and was loaded by increases in costs of various 
kinds—including coal and steel, £7} million a year and 
increased fuel tax, {£5} million a year—the results are good. 
rhey would have been better if the Transport Commission 
had not been denied the benefit of increased charges for 
which it had applied, and in London had actually been 
awarded, worth about {£6 million. 

Throughout the five years, the Transport Commission’s 
charges have followed in the wake of rising costs for steel, 
coal and wages. The new Act promises a rather more rapid 
adjusting of charges to costs which should protect the Com- 
mission from being left hopelessly behind in the inflationary 
race of costs. Towards the end of 19§2 costs were again 
rising steeply, and although the Commission obtained an 
increase in freight charges last December and is awaiting 
the result of an application to the Transport Tribunal for 
an increase in London fares which if granted would bring 
in {£6 million a year, its finances are most unsatisfactorily 
balanced on a knife edge. The railways earned net traffic 
receipts of £39.6 million, but at the high operating ratio of 
go per cent; London Transport “ made no reasonable 
contribution ” to the Commission’s results ; and the road 
haulage services, hit by recession, increased fuel duties, and 
by “the prevailing uncertainty about the future of these 
services” provided a meagre return. 

Beyond the particular complications of last year lie the 
tasks of disposing of the road services and reorganising the 
railways ; the provision of a reserve fund and means for 
the replacement of assets at current prices ; the effective 
starting on the job of renewing old locomotives and railway 
coaches which has been sharply—and even unreasonably— 
curtailed on the ground that steel was scarce. In this new 
and more competitive phase, the Commission will enjoy 
real opportunities ; the more quickly it can proceed with 
effective reorganisation and the reinforcing of a vigorous 
commercial spirit in its operations the greater will be its 
chances of success. 


Consolation Prize for English Electric 


HE second set of bids submitted by com} cling companies 
for electric generators and transformers for the 
American (sovernment’s Chief Joseph power project has 
produced a solution that satisfies honour all round. The 


first set of tenders put the engineers in charge of the project 
in a difficult technical dilemma and their efforts to extricate 
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themselves from it evoked a political storm out of all propor- 
tion to the points in dispute. British and American power 
engineering practice differs in detail, and unless the specifica- 
uions for a project put out to international tender are precise, 
the bids submitted are apt to reflect these differences of 
practice. ‘This appears to have been true when English 
Electric submitted a tender of $6 million for four gener- 
ators and ten transformers, nearly $1 million lower than 
the next tenders put in by American manufacturers. 
The English Electric tender appears to have followed 
British rather than American practice on certain points 
where the specifications were not precise, and this 
made it unacceptable by American engineering standards. 
But since the engineers in charge of the Chief Joseph pro- 
ject could hardly have justified a decision to accept instead 
the far higher American tenders, they decided to reject all 
bids and ask the competitors to tender again to more 
detailed specifications. 

The fact that the earlier tenders were known clearly put 
the British company at a disadvantage, but since the 
engineers had made the initial mistake of giving the com- 
petitors insufficient guidance, the damage was done. As it 
turned out, English Electric’s second tender for the ten 
transformers, of $1.8 million, was the lowest received and 
was accepted ; its bid of $4.4 million for the generators was 
$97,701 higher than that submitted by Westinghouse and 
was rejected. 

Most engineers—British or American—would prefer to 
buy plant when they can from local suppliers rather than 
from suppliers several thousands of miles away. But this 
natural preference has not prevented contracts being given 
by American authorities to foreign suppliers when their bids 
are sufficiently low. Last year the Ferranti company was 
awarded an Army Engineers’ contract for nine transformers, 
and at the end of May its bid of $857,600 for six trans- 
formers for the McNary Dam in Oregon was also accepted 
by the Army Engineers. Swiss manufacturers were given 
a $2 million contract by the Interior Department for four 
hydro-electric generators at the same time. None of these 
is as big or as important as the generator contract that 
English Electric has just lost by so narrow a margin (and 
would have won on its earlier bid), but they are at least 
indicative of a fair measure of good will among technicians 
who are being asked to change the habits, and the suppliers, 
of a lifetime. 


Falling Wheat 


HE price of wheat sold outside the International Wheat 
Agreement has been moving slowly downward for the 
past eighteen months ; in the past week, the Chicago market 
has taken a sharper plunge downward, from which only 
a slight recovery has occurred. July futures, which ten days 
ago were quoted around $2.03 a bushel, dropped to $1.89 
early this week, and rallied later to $1.93. When the new 
International Wheat Agreement was signed on April 13th, 
with its stipulated maximum price of $2.05 a bushel, Chicago 
July futures were quoted around $2.25. 
The recent fall in wheat has been encouraged by the 
American government’s latest crop forecast. The total crop 
of winter and spring wheat is estimated at 1,133 million 





836 

bushels, against 1,292 million bushels in 1952, but the 
estimate for spring wheat is 363 million bushels compared 
with only 239 million bushels last season. But the basic 
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reasons for the fall are the steady decline in exports of 
American wheat this year and the apprehension of “ burst- 
ing granaries ” in the United States. 


Rolls-Royce and Westinghouse 


Agreement 


WEEK ago Rolls-Royce signed a ten-year agreement 

with Westinghouse Electric Corporation. This 
agreement, for which Westinghouse is to pay an initial, and 
considerable, capital sum, to be followed by later instal- 
ments, provides not only for technical co-operation but also 
for direct help from Rolls-Royce in 
current Westinghouse engines. 


the development of 
For many years Rolls-Royce 
has been licensing engines to one of the major American 
engine companies, Pratt and Whitney, who built first the 
Rolls Merlin piston engine and then the first Rolls jet 
engines. Pratt and Whitney, however, took no steps to 
license the Avon engine, the newest in the Rolls-Royce 
series, but began to develop a similar engine of its own 
design. The Curtiss Wright Company, in an attempt to 
make up for lost time, three years ago bought the designs 
of Armstrong-Siddeley’s turbo-prop Mamba and pure jet 
Sapphire, an engine of about the same power as the Avon. 
Last year, also, the Curtiss Wright Company acquired the 
American rights for the Bristol Olympus engine that 
recently set up a new height record. During the summer, 
the General Electric Company reached an agreement with 
de Havilland for technical collaboration on engine design. 

It seems probable that these companies would have seen 
distinct attraction in collaborating with Rolls-Royce, for it 
has the Avon in production as the standard engine for the 
RAF and a good proportion of the Nato fighters ; and it has 
the future promise of the by-pass Conway engine which 
may revolutionise jet engine design. 

The agreement with Westinghouse is a tribute to the 
ability of Rolls-Royce as designers and builders of engines. 
Suggestions that cuts in the defence programme might leave 
Rolls-Royce with some idle capacity by 1954, especially in 
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the Glasgow factory, have been denied by the chairman, 
Lord Hives. The company knew of the defence cuts last 
autumn, but since the beginning of this year it has booked 
£8 million worth of new commercial business for aero 
engines alone. This almost certainly excludes the sum 
that Westinghouse will pay under its agreement ; there is 
every indication that Rolls-Royce is likely to work to 
capacity for some time to come. 


Power for Industry 


N 1948 British industry generated in its own factories 
I something over 8,560 million units of electricity, which 
was just under a third of all the power it used. The total 
number of units privately generated had not altered greatly 
since 1935, the date of the previous census of production, 
when industry was making more than half its own power. 
In other words, the great bulk of the extra power that 
industry is now taking—and consumption between 1935 and 
1948 rose by 84 per cent—comes from the public elec- 
tricity supply. 

This “absence of development of industrial electricity 
production in Great Britain” puzzled the Economic Com- 
mission for Europe recently ; although industrial power 
generation as a percentage of industrial and transport con- 
sumption has fallen throughout Europe since before the 
war, Britain comes particularly low on the list, com- 
paring with countries such as Italy and Denmark. The 
lack of expansion in private power generation here, how- 
ever, is a matter for self-congratulation to the British 
electricity supply industry ; and at the British Electrical 
Power Convention last week spokesmen of the British 
Electricity Authority took due credit from the fact. Their 
broad conclusion, naturally enough, was that the growth 
of consumption of power from the public supply, by 
making possible more economic use of the growing supply 
system, had enabled its owners to offer extra power more 
cheaply than consumers would generate it themselves. And 
broadly, no doubt, this is true. In 1948, of course, indus- 
trial tariffs had changed little in form since before the war, 
though most prices had moved steadily upwards in accord- 
ance with a coal clause. The latest array of two-part tariffs 
being offered by the Area Boards to industry are designed 
upon unexceptionable principles. But some industrialists 
would question whether the actual tariffs offered, despite 
these principles, are in practice fair between consumers— 
and in particular to the industrial consumer with a high 
load-factor, who should be so desirable a customer. 


Electricity at the Plant 


HE form of private generation of electric power most 
favoured for reasons of fuel economy today is one 
combining the supply of heat and power. Many factories 


generate steam in their own boilers for process work and 


t 


for space-heating, and at the same time buy electricity from 
coal-fired power stations where most of the heat generated 


L 


is dissipated in cooling towers. The introduction of a back- 
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pressure turbine into the factory’s steam system, in theory, 
would often enable all or part of its electricity requirements 
to be met without calling upon the public supply, with a 
considerable saving in coal owing to the higher thermal 
efficiency of a combined heat-and-power system. 

At last week’s Electrical Power Convention, Mr H. S. 
Prosser of the British Electricity Authority and Mr A. W. 
edder of Merz and McLellan, in a joint paper, examined 
the economics of such combined systems. They regretfully 
set aside the idea of district heating systems, in which com- 
munities would draw hot water warmed by heat bled from 


BEA 


heat-electric power stations; they concluded that 


practicable systems would hardly save coal and would give 
the householder 


more expensive hot though 
much more of it). 


water Pil 


After a detailed examination of back- 
pressure generation inside factories, they concluded that 
this would not generally be profitable for a factory with a 
steam demand of less than 25,000 Ib. an hour. In all cases, 
the economics of it depend upon the balance between the 
factory's steam and power requirements. But in 


wat 


stallations they hold that back-pressure generation may 


loarever 
Ld PCI 


4 
be reasonably worth while and can become highly profitable, 


by comparison with the pufchase of power from the public 


supply; while the saving in coal is very considerable. 
Group schemes, by, which a combined heat-electric station 
could serve a number of factories, seemed to them unlike] 
to show much greater savings, though these offer the 


~¢ ’ ] 7 . 1a] 11 } 
9 a national saving in fuel through the 


anceirAilit hArain 
possidility Of obtainin 


association of companies that alone could not find the 
money to instal such equipment 

Some industrialists using factory generation would put 
the size of steam installation at which back pressure 


generation becomes worth while, given suitable conditions, 
considerably lower than these speakers. Even so, the slow 


progress in tl tallation of fuel-saving equipment in this 


country has arisen perhaps less from the sheer economics 
hortage of capital, 
and the fact that industrialists to whom fuel costs matter 


bhia VA 


of its operation than from the general s 


little can usually find productive equipment that would be 
more immediately profitable to spend their money on. This 
has probably been the reason for the lack of response to the 
Treasury’s offers of loans to instal fuel-saving equipment. 
This week, in an attempt to ginger up the scheme, the 
Chancellor of the Exchequer announced that the loans 
would be available for a wider range of equipment, would 
be repayable over a longer period, and would become 
interest-free for the first two year 


The Comet Crash 


HE report of the Indian Government’s investigation into 


the disaster that overtook a British Overseas Airways 


ion Comet airliner on a flight from Calcutta to Delhi 
last month has been published with commendable speed. 
It attribut the ccident 1 the thunderstorm into 
whicl rcraft flew as it left Calcutta airport, but leaves 
unanswer the major question whether this type 


vulnerable than any other to such 
The investigators admit that with t 
facilities at their disposal they could not determine th 


f events with any precision. The aircraft broke 


aircrait wa more 


Weather conditions. 
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up while it was still in the air (earlier reports of the evidence 
showed that the engines were still running when the main 
part of the fuselage hit the ground) and the break-up was 
caused either by the severe turbulence of the thunderstorm 
or by the effect of the storm on the Comet’s handling under 
controls. The report records that the controls were set as 


they would have 


been for normal flight, and that no radio 


alarm was sent out nor had any emergency precautions, 
. 1 + ~-\t . 1] > mt 
manual or automatic, come into operation ; all these points 
suggest that the destruction of the aircraft took place with 


reat rapidity. 


This much could be 


7 


examining the 
but the only way of determining 


learned by 
wreckage on the ground, 

precisely what happened, and where and how the structure 
failed in a sterm that local observer unusually 
violent ” would entail, the report suggests, detailed examina- 


tion of the wreckage in this country. 


s described as “ 


This will be done 
at the Royal Aircraft Establishment, where some of the parts 
have already arrived. It is generally believed that enough 
wreckage can be found to present a reliable picture, so a 
second more detailed report on the accident may be pub- 
lished. Thi: 
was any structural weakness in the aircraft, or whether it 
met with forc 


should resolve the question whether there 


in the highly localised vortex of the storm 
of a kind that no aircraft is 
than buildings can 


stressed to withstand, any more 
survive in the path of a hurricane. 

In an appendix to the report, one of the investigators 
puts forward an ingenious hypothesis—which the report 
firmly describes as a hypothesis only, without supporting 
evidence iggesting that the handling of the Comet under 
power-operated controls had placed it at the mercy of the 
storm. He then suggests that these controls should be modi- 
fied to give the pilot some of the “ feel” characteristic of 
manually operated controls. Neither BOAC nor de Havilland 
appear to think this a profitable line to follow, in view of 
experience in flying other Comets through storms, and atten- 
tion is being concentrated on perfecting a form of rada 
storm warning which will tell the pilot when he 1s approach- 
The Comet, 

uilt to withstand the pressures of high speeds, is in many 
ways structurally 

further investigation proves beyond doubt that it was a 
victim of circ future travellers may yet benefit 
learned at Calcutta at such tragically high 


ing conditions that are downright dangerous. 
stronger than slower aircr2ft ; even if 


Imstance, 
from the lessons 
cost. 


Ravon Dividends with a Flourish 


HE maintained equity dividend from Courtaulds and the 
higher dividend from British Celanese owe as much to 
the remarkable recovery in the rayon trade in the 


; _ 5 ; 
last few months as to the actual profi S 
“rT 

I 


) earned by 
these two companies in their financial pert 


iods to March 31st 
last. In the year to this lated | 
profits slumped from £19 million to £10} million and its 
net profits from {8.5 million to {5.2 million. In the 
months to the British which has 
changed its accounting date, to coincide with the fiscal yea 

earned a_ net before taxation of 
£1,841,346 ; recalculated on an annual basis this profit 
would be {90.000 lower than the net profit of {2,546,233 


date Courtaulds’ consolidated gross 
nine 
same date Celanese 


consolidated profit 
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Here is 


a gold brick 


( made of clay 


Here is a bank-note brick and a profit brick—for the 

man whose bread and butter comes out of a furnace. 

Two furnaces, lined with bricks like this, pay better than THREE lined 
with standard refractories, because they cool quicker and reload quicker. 
This is no place to go into wearisome technicalities. 

Just make a note of the M.I.28 (one of the new Morgan Refractories) ... 


and consult your Maintenance Engineer . . . and tell your Accountant 


“MORGAN 


efractories 


ARE WORTH FAR MORE THAN THEY COST 


The Morgan Crucible Company Ltd. (Refractories Group), Neston, Wirral, Cheshire. (Tel : Neston 1406) 





JHE ECONOMIST, JUNE 20, 1953 


ier writing about £900,000 off stocks) earned in the year 
to June 30, 1952, and it is barely a third of the profit of 
nearly £7.3 million earned in 1950-§1—the period of infla- 
tion and automatic gains upon stocks. In spite of the decline 
of 45 per cent in gross profits the directors of Courtaulds 
had no qualms in maintaining the ordinary dividend at 114 
per cent (so that at the current price of 39s. 6d. xd. the {1 
wdinary stock units offer a yield of 54 per cent) ; and the 
directors of British Celanese have decided in effect to 
increase the distribution on equity capital by declaring a 
dividend for the nine months of 12 per cent. This dividend 
is equivalent to 16 per cent for a full year and compares 
with the payment of a 11 per cent dividend in 1951-52 ; on 
the assumption of a full year’s dividend of 16 per cent 
British Celanese 10s. ordinary stock units offer a yield of 64 
per cent at the current price of 24s. 6d. xd. 

By detailing the course of the recovery in the rayon trade 
in the last few months, the directors of both these companies 
implicitly justify these dividend payments. The directors 
of Courtaulds report that the recovery in domestic sales’ of 
rayon goods began in October, and that “ activity was at a 
high level in the home market ” in the first quarter of this 
calendar year. They add, however, that “conditions in 
export markets, though improved, are still difficult,” and 
they are obviously worried about the level of their prices 
in these markets. There seems to be less worry about the 
course of trade in the board room of British Celanese, but 
this company did not receive so hard a knock as did 
Courtaulds last year, for it is far less concerned with the 
production of rayon staple fibre. The directors heave a sigh 
of satisfaction rather than of relief about the improvement 
in trade in the last six months of the financial year (when 
they report 
that turnover in the first quarter of 1953 was considerably 
higher than in the corresponding quarter of 19§2 and that 
since the end of the financial year earnings have improved 
sull more. There is, in short, a flourish of hope as well as of 
expectation in the trade’s current advertisement slogan that 
“This is rayon year.” But it remains to be seen whether 
the hope can be completely fulfilled until the price of viscose 
rayon yarn at home has been adjusted to the fall in the price 
of th 


almost all the group’s profits were earned 


industry’s basic raw materials. 


Trade Gap Grows 


pr MINARY trade figures for May show, as in April, an 
1 e in imports, little buoyancy in total exports, 


1 


nued high level of exports to North America. 
Hence the May figures also reveal a further slight widening 
“gap.” The cif value of imports during May is 
Pro ally estimated at {296.4 million, or approximately 
£3n n more than in April and {24 million more than 
u verage of imports for the first quarter of this 
ir. ‘lotal exports for May, valued fob, are estimated at 
£216.9 million, being approximately {§ million less than 
‘or April and almost unchanged compared with the monthly 
eras the first quarter of the year. Figures for May 
e for 


vorking days, those for April for 24 working days, 
months were affected by holidays. The excess of 
mports valued cif over total exports valued fob for May is 
477-5 million, or £8 million more than in April and {23.6 


4nd both 


839 
million greater than for the average over the first quarter 
of the year. 

Exports to North America amounted to £28.2 million, 
£1.6 million less than for April, but £4.1 million better than 
the monthly average for the first three months of the year 
and {5.3 million better than the monthly average for the 
whole of 1952. As in April, exports to Canada in May, at 
£14.8 million, were slightly higher than exports to the USA 
at {13.4 million. 


Blame for the Princess Victoria 


HE motor vessel Princess Victoria, which sank in the 
Irish Sea on January 31st with the loss of 133 lives, 
was unséeaworthy, and “ the loss of life in the disaster was 
caused or contributed to by the default of the owners and 
managers ”’—the British Transport Commission. Full 
copies of the 30,000-word report by the Ministry of Trans- 
port court of inquiry issued in Belfast last week have still to 
be studied in London. But this main finding of the court 
is measured, categorical and shocking. 

The court found that the not seaworthy 
because the stern door to the car space on the freeboard 
deck, and the water-~learing arrangements on that deck 
were inadequate. An incident causing damage to the stern 
doors in November, 1951, had not been reported (as is 
required by the Merchant Shipping Act 


steps had 


vessel was 


, and precautionary 
not been taken following this damage. It appeared, 
according to the court, that it was beyond the comprehen- 
sion of the designers, owners and managers of the Princess 
Victoria that sea water could ever be shipped aft in appre 

ciable quantities. Yet there is no evidence that the following 
sea that broke open the stern doors was an exceptional one: 
“if the owners and managers of the ship had given the 
matter careful consideration they would have known that 
sooner or later seas would have been encountered which 
would subject those doors to severe trial.” 

The court spoke of “ the evils of remote control ” in this 
case. When the master of the ship required advice or assist- 
ance from a higher authority it was necessary for him to 
telephone his head office at Euston, 400 miles away. One 
of the managers of the ship told the court that there was n« 
one in the whole organisation whose sole duty it was to look 
after the well-being of the structure of the ships. 


MK ns we 


Sugeges- 
1952, to the 
ship’s managers by its officers that larger scuppers were 


re made in 1949 and again in August, 


required to clear the possible flooding of the car deck ; but 
1 


ction was taken. No extra scuppers were installed, and 


owners and managers were content with repaired doors 


af Le - : wer leed the } 1! . ‘ 
alter the 1951 incident, mdeed, the ship was allowed t 


ke three passages with the stern doors in a damaged 


n. “ There are, ‘ the court observes,’ no exculpatory 


circumstances disclosed in the evidence.” 


Tin Truce Talks Open 


EPRESENTATIVES of tin producing and consuming 
countries who compose the Tin Study Group Working 


Party now assembled in Brussels were thrown into opposing 
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Microfilm 


those records 





NO MORE “LOST” ROOMS 
4 drawers of documents (10,000 
letters, perhaps) on one = spool 
of... microfilm. 
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space Today, finding floor-space is an office- 
manager’s headache. He knows that document-storage 
on the old plan eats up costly square feet that could 
be put to better use. The saving in space alone that 
microfilm gives is over 99°. Astonishing? No: simple 
mathematics; because thousands of business docu- 
ments (approximately 2 cwt.) can be recorded with 
photographic accuracy on just one roll of microfilm 
very little larger than a 20-cigarette packet. This is less 
than one per cent of their normal filing space! 


= 
time Do your employees know what “record- 


control” really means? Think, for example, of the time 





they must waste in tracking down one document to a 





particular transfer-box and then returning it to its 





right place after use. Stored on microfilm, every 
record that you need is on hand, clearly identified. In 
NO MORE PAPER-CHASES ae : 
Sieg ak sch: waa t The Mande’ Grows wn ihe a few seconds it can be projected as a clear, original- 
document you want in a few seconds on... microfilm size image on the screen of the Burroughs Reader. No 
photographic skill is required to make prints of an 


image to its original size. 


money The eventual economies made possible by 
installing Burroughs Microfilm Equipment are practi- 
cally limitless. The three compact units — Recorder, 
Processor, and Reader — give you a complete storage 
system for all your documents; a system that will help 
and accelerate the work of everyone concerned with 
your business— management, office staff, auditors, etc. 

Like all Burroughs Equipment, its operating 
efliciency is guaranteed by Burroughs Service. For 
users who do not wish to process their own film, 
Burroughs maintain, in addition, a speedy Processing 
Service. 
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The Recorder can photograph documents back and front Burroughs Adding Machine Limited, Avon House, 356-366 Oxford 


simultaneously or one side only on... microfilm. Street, London, W.1. Sales and Service offices in principal cities. 


CALL IN <j urroughs ON 








THE ECONOMIST, JUNE 20, 1953 


camps when war in Korea in 1950 upset the commodity 
markets. In the new international political atmosphere, they 
may feel more disposed towards agreement on long term 
marketing arrangements—if it is to be a more settled world. 
At the International Tin Study Group meeting in London 
last March the Americans agreed to participate in the work- 
ing party—in itself a sign of co-operation. The meeting in 
Brussels will re-examine the proposals that failed to win 
acceptance at the United Nations Tin Conference in Paris in 
1950—proposals which included the formation of a tin 
council representing both producers and consumers and the 
creation of a buffer stock. 
lhe continuing excess of production of tin over consump- 
n is the main reason that is prompting producers to seek 
an international agreement, and they are particularly fearful 
of what may happen when stockpiling comes to an end. A 
year ago, the London cash price for tin was around {£975 
aton. When the study group met in March the price had 
already fallen to £930, and it is now about £677 a ton. 
Commodity agreements, according to the now fashionable 
concepuon, should not aim at a rigid stabilisation of prices, 
but rather at preventing sudden and drastic price move- 
ments. If this is to be the guiding principle in tin, the 
nearer its price appears to approach rock bottom, the more 
receptive should the consumer countries in Brussels be 
join proposals for an international agreement. If so, 
: may be work for a new United Nations Tin Conference 
autumn. 


Lower Kaffir Dividends 


—_ < 7 ry? e? ‘ r : sure > : ! srier ra {, 
IS summ«e array of Kafhr dividends—including for 
ie first time a uranium dividend—were ghi lin 


roughly in line 
o in the market. In general, as the table 
1, 7 > Horom yf hi > re } ws h “y were lowe thar 
at the bottom this page shows, they were lower than 


paid last December ; in the last six months Kaffir 


profits have inevitably been squeezed between the decline 
1 revenue from premium gold sales and the 
ng costs associated with the shortages of nati 


ind of electric power. Since some of the mines will 


ely hope to make good this loss in revenue from the 
sale of uranium, the 


market was particularly pleased to 
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welcome the first uranium dividend—from West Rand 
Consolidated. This company raised its dividend from 
Is. 6d. to Is. 9d. on each ros. share, despite the fact that 
its earnings from gold-mining in the last six months must 
have been falling ; the extra 3d. on the half year’s dividend 
accords fairly well with the director’s previous estimate 
that the annual net profits from uranium should be at least 
equivalent to between od. and Is. on each share. 

Investors were also well pleased with the maiden dividend 
(of 6d. on each Ios. share) from West Driefontein, particu- 
larly in view of the chairman’s warning last November that 
it might not be possible to declare a dividend in the current 
year owing to the heavy cost of the company’s development 
programme ; this early dividend must reflect a rapid 
increase in profits from a mine that produces the highest 
grade ore on the Rand. There were, of course, some nasty 
shocks as well as pleasant surprises in the dividend list. 
The market was especially disappointed with the reductions 
in the dividends of City Deep and Vlakfontein as well as 
with the absence from the list of payments of Rose Deep, 
an old mine where there is little hope that the grade of 
milled ore can be raised. 


Sales after the Budget 


HE effect of this year’s budget on retail sales has been 
T slight ; only a small proportion of the goods that go 
to make up the monthly returns now attract a large burden 
of tax, so there was little inducement to 
before the budget in the hope of considerab! 


t > 
,AULL 


delay purchases 
concessions. 
The general level of retail sales therefore shows no special 
change between April and May. Sales of food did not move 
at all, the index staying at 132 (19§50= 100), ten point 
above its level in April, 1952. Sales of all other types of 
goods showed a slight variation according to the type of shop, 
the only noticeable movement being in the sales of goods 
other than food by the co-operatives, which dropped from 
106 in March to 100. But in no case did any of the shops 
a substantial difference between the value of theit 
sales this April and the level twelve months before. The 
value of stocks was 7 per cent lower than in April, 1952, 
1e same difference that was reported in March. 
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Marievale Cons. 10s. ..... | 1 © | 010 | 010 | 010 
General Mint | | 
South Roodepoort 10s |o9of}o 8 09109 
West Rand Cons. 10s.....| 1 6 | 1 6 | 16 {1 9 
Consolidated Gold Fields: | 
Libanon 10 ate OS tes 1. 2a 
Luipaards Vlei 2 1o8e!|o7]0 7% 0 y 
Riet{ 2 Oe hde es 2 aa 2 2 
Rol Deep 7s. 6d }lo|;/o6e|log9|]og9 
Sin 2s. 6 0 4 0 3 041; 0 4 
Sul ¢ ) 49 i; 4 ¢ g4@ottre# 
Vent | t 10 i O 8 | QO € ( 5 O 
Viakfonte 010 | O 8 0 8 | O 6% 
Vog 1 0 l ¢ l1oj{i1 i 
W f te ( r © ¢ 
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Sales in fact followed an established seasonal pattern ; and 
the only major departure from it was in returns for the type 
% goods grouped together in the hardware, radio and 
electrical While saucepans and cookers are 
tax free, the majority of other household capital goods 
ittracted tax before the budget at the rate of 664 per cent, 


TT 


which made an appreciable addition to their already sub- 


tantial lino ¢ e 
StdNtiai SCuing price. 


1 
CiassS. 


It is these categories that feel the 
most heavily any tendency to postpone purchases of highly 
taxed goods until after the budget. The budget cut the 
rate of tax on these goods to 50 per cent, and sales 


I esponse. 


rose in 
The increase recorded between March and April, 
from 109 to 112 for big shops, does not at first sight appear 
very significant, but the index is 21 points above the level for 
April, 1952. Most of this improvement in trade se¢ms to 
have gone to the department stores ; the independent shops 
reported a drop of two points in their hardware sales which, 
at 105, are only two points higher than in April, 1952. 
These independent shops are the only ones to send in 
separate returns for radio and electrical goods, and while 
their April sales, at 133, are 3 points lower than those for 
March, and 26 points lower than in February, they are 28 
points higher than in April, 1952. The combined value of 
radio and television receivers sold by the manufacturers to 
retailers has risen from £§ million in March to £8 million in 
April, compared with little more than half that sum in 
April, 1952. This suggests that the full post-budget 
recovery in radio and television sales may not be felt until 
May. Whether such heavily taxed items as refrigerators, 
fires and washing machines have shared in this recovery 
seems more doubtful. Sales of “‘ motor and cycle accessories, 
cycles, petrol, etc.,” reached a figure of 142 in April, 
13 points higher than the year before. 


Cotton Imports as Before 


(Review) Committee, 


Stee report of the Cotton Import 


the second cotton committee over which Sir Richard 
Hopkins has presided, was published this week. 
conclusions, unanimous notwithstanding the various indus- 
trial interests represented, including the trade unions, are 
that the present method of importing raw cotton into this 
country, with minor modifications, must continue for another 


Its main 


twelve-month season. Over that period the Raw Cotton 
Commission should continue to provide cover for all im- 
porters and users of cotton to be consumed in this country, 
though the merchanting and cover accounts of the Com- 
mission should be separated. But, finally, the committee 
finds that “it is intrinsically undesirable that cover for 
private trade should be provided at the risk of public funds, 
and that the time has now come for this issue to be faced.”’ 

Like the earlier Cotton Import Committee in 1952, the 
committee had to examine import arrangements in the light 
of the foreign exchange position. It welcomes the fact that 
raw cotton from all non-dollar sources can now be imported 
without restriction, but admits the necessity that dollar 
cotton for some time to come will be subject to foreign 
exchange limitation, The committee recommends that 
importers shall again—for a second year—be free to choose 
whether to import privately or through the Raw Cotton 
Commission. At present about 30 per cent of imports are 
on private account, but if the percentage were to increase 
considerably the Raw Cotton Commission might not find 
it easy to continue its functions, and in that case the com- 
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mittee recommends that those who “ contract in” to buy 
through the Commission should have a second choice to 
“ contract out” completely or partly in respect of any type 
of cotton. Contractors-in could not ask for fairer treatment. 

The committee regards cover arrangements as necessary 
for the cotton industry, but does not think there is time 
enough between now and the opening of the next buying 
season in September to reconstitute a cotton futures market. 
It therefore proposes that for the next season the Cotton 
Commission should continue to give cover equally for im- 
porters using its facilities or buying privately, provided there 
is an insurable interest and that the cotton covered is for 
consumption within this country. Certain proposals are 
made for improving the cover system, and for protecting 
the Commission. Various methods of private cover were 
brought to the notice of the committee which recommends 
that they should be examined with a view to finding an 
alternative to cover from public funds within the next twelve 
months. 


Disposing of Government Zinc 


ALKS have now begun between the Ministry of Materials 
7 and the trade to arrange the second round of the 
orderly disposal of the Government’s stocks of zinc. Before 
private trading in zinc was resumed at the beginning of 
this year, the Ministry disclosed that Government stocks 
amounted to 135,000 tons and that 24,000 tons would be 
sold back to United Kingdom and other Commonwealth 
producers of the metal ; it also announced a scheme for 
selling Government zinc through the London Metal Market 
at a rate of not more than 4,000 tons in any one month 

These arrangements were to be examined after six 
months. They have worked smoothly and the Ministry 
states that after placing an undisclosed amount of zinc to 
strategic reserves it will have 70,000 tons remaining for 
sale. World production is now running at the rate of 
about 2 million tons a year and the gradual disposal of 
70,000 tons should not disturb the market. Disposal could 
continue as at present, at a rate of not more than 4,000 tons 
a month, through the London Metal Market ; but the 
Government, aware that the London market and European 
demand are at present sluggish, would no doubt welcome 
suggestions from the trade for disposing of some qualities 
of the metal through other channels and at better prices. 
This may not be easy to contrive. 


SHORTER NOTE 


The word “sound” was omitted from a statement 00 
page 753 in The Economist last week that the BBC spends 
probably a fifth of its licence revenue on television services. 
In 1951-§2, the last year for which figures are available, 
the BBC had a net revenue of {£13 million after deducting 
74 per cent of the gross licence revenue to cover Post Office 
expenses. The number of licences current at the end af 
April suggests that the present figure may be nearer {14 
million, but 15 per cent of this is taken by the government. 
This leaves the BBC with a probable net income of £355 
million from television licences and £8.4 million trom 
sound radio licences. About a fifth of this latter sum, 1t 
believed, is spent on the television programmes in additioa 
to the revenue from television licences themselves 
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Owing to the change of Accounting date to the end of March, the Accounts cover a period of nine months only and the 
Directors have, therefore, decided not to pay an interim dividend on the Ordinary Stock on this occasion. The Report and Accounts 
for the nine months ended 28th March, 1953, contain the Directors’ recomn tion for the payment on 2Sth July. 1953, of the 
following dividends to Stockholders registered at the close of business on e, 1953 :— 
A Participation dividend of 24% actual (less Income Tax) on 74° Participating Second Cumulative Preference Stock 
in respect of the year ending 30th April, 1953, and 
A First and Final dividend of 12° actual (less Income Tax) on Ordinary Stock in respect of the nine months ended 
28th March, 1953. 
The proposed dividend on the Ordinary Stock is equivalent to a rate of 16% for a full year. 
The following details are extracted from the Report of the Directors and audited Accounts for the nine months ended 
28th March, 1953, which will be posted to Stockholders on or about 23rd June, 1953. 
ABRIDGED CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE NINE MONTHS ENDED 28th MARCH, 1953 
Year Ended 
28th June, 1952 NINE MONTHS 
£ £ £ £ 
Consolidated Net Profit for the nine months before Taxation (previous year was after special stock 
2,546,233 write-down of approximately £900,000, mainly on raw materials) re 1,841,346 
Deduct 
United Kingdom Taxation thereon 
497,738 Profits Tax . . 228,118 
&77,019 Income Tax : j aa ae £15,076 
174.757 1,043,194 
237,854 Ire te © Taxati Equalisati Acc t 53,300 
1,612,611 — ) 096,494 
933,622 Net Profit for the nine months after Taxatior 44,852 
Deduct 
+ 39,576 Balance retained e Accounts of Subsidiary Companies Sil 
; 198s Net Prof ( tne e months dealt with in the Acc« s of B n dé ese Limited 44. 44] 
649,455 Balance brought fe ard at 2kth June 952 72 « 
Deduc 
Fixed Dividenc ( Preterence Stock } inter i ( C* t te ess 
Income Tax) 1n re pect of the tw onths ended 2&th June 1952 £*1.003 
Applied « ng the e months ended 2&th Mar 9S I j of Punding 
i ¢ t ac ( to oft « C4 eme 34,730 
; K< } 
63/,.624 
Ad 
< Ss set asic ( t and no lonvwer rec ed (« h £640.00 espect 
of Taxati from the change of accounting date 04,689 
Less lo be apy ed theretre n the purchase « redempti oft re ( ertiticates 160.938 
4 5] 
649,455 2 1.281.375 
{622,653 2,025,716 
Deduct 
Fixed Dividends « Preference Stocks and Interest on Funding Certificates (ess Income Tax) in 
314,025 respect of the nine months ended 2&th March, 1953 235,212 
Amount to be applied out of the profits of the period in the purchase or redemption of Funding 
131,125 Certificates aa 75,285 
Dividends Recommended 
55,78] Participation Dividend (less Income Tax) on Second Preference Stock $8,437 
* 298,365 First and Final Dividend (less Income Tax) on Ordinary Stock 248,112 
799.296 -- - 617,046 
823,357 1,408,670 
Deduct 
Transfer t« 
100, Reserve towards increased cost of replacement of Property and Plar ‘ 300,000 
General Reserve — 400 000 
100.000 — 700,000 
Balances carried forward at 2&th March, 1953 
723,35 British Celanese Limited ; 708.670 
Subsidiary Comy es (including £49,842 in respect of sur et aside for Taxation in previous 
769 years and no longer required owing to the change of Accounting date) 58,122 
i f I é ed te Val at 2&k&th Marct 1953 n Ce olidated Balance Sheet £766,792 
_—_—_________ 
“J es di er LA/ 26 aid on £2,211. 333/11 Stock in compensali fe eStricted dividend in previous year 
Turnover for the six months to 3lst December, 1952, wa: bstantially lower than that for the corresponding period of the 
previous year lurnover for January to March. 1953, however as considerat n excess of that for the corresponding three 
mont f the pre s year and the monthly average wv much higher than that for the six months ended 31st December, 1952, 
Clee t mprovement in t g conditions to which the Cha an referred at the last Annual General Meeting 
\ timated by the Cl man at the last Annual General Meeting only a small profit was made in the first three months 
of the | od now unde c I ngs improved progressively during the last six mon of the period and, therefore, 
practic; the whole of the consolidated net profit of £1,841,346 before t tion was earned during these last six months Farnings 
| Nave f r improved in respect of the period which has elapsec nce 2&th Marcl 9§ 
} Prof eal 1 after 2&th Ma 953, wv be relieved of any charge in respect of redemption of Funding Certificates as 
provision at that date has been made for the redemption of the balance of Certificates then outstanding 
Deki a 
' ey ae , 
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FINE SPINNERS AND DOUBLERS. 
At the end last December, when the 
interim ordinary dividend of Fine Spinners 
and Doublers was reduced from 5 to 24 per 
cent, the directors referred to the “dire 
effects of particularly adverse trading condi- 
t Just how dire these effects were is 


ot 


now revealed in some detail in the company’s 
preliminary profits statement for the year to 
March 31st last. The group’s gross income 
fell by nearly two-thirds—from {4,387,337 to 
£.1,586,318—-and it is quite clear fron\ this 
@tatement that the slight improvement in 
trade towards the end of the calendar year 
(to which the directors referred in their 
interim report) has failed to heal the 
scars of the earlier recession. The parent 


company’s profits slumped from £3,572,069 
to £.1,053,074, and the company’s subsidiaries 
certainly fared no better; their profits are 


returned at 533,244, compared with 
£815,268 in 1951-52, but these profits are 
shown after the transfer of £458,508 (com- 


pared with a mere £19,417 in 1951-52) from 
reserves provided for stock depreciation 
‘These reductions in gross profits have, 
cour;rse, 
the 
to 


of 
been offset to some extent by a fall in 
provision for taxation—from {2,274,567 
£407,414. Even so, net profits at £337,094 
not much more than a quarter of the net 
profits of cen that were available for 
appropriation at the end of March, 1952. In 


are 


these circumstances it comes as something 
of a surprise though, for shareholders, a 
pleasant one) that the directors have decided 
to recommend the same final equity dividend 
of 75 per cent This means that the full 
year’s distribution has been reduced only 
from 124 p » 10 per cent. Burt the 
ent of over £300,000 in equity dividends 
I meant that nothing could be ploughed 
to th busi in fact. th onsoli 
{ ry forv i is been fuced by 
! 69,00 i {1 with an addition to 
fa h $1 

2 1953 

£ 
4,387,357 1,586,318 
87 = 194,575 
2,274,567 407,414 
8 347 U94 
842 503,955 
‘ 12 10 

i 

1 f vard 48.092 Dr68.960 
t 17s. Gd. xd ytelds {]1 5s. per cons 


this carry forward of £48,000 and an appro- 
priation of £700,000 to a general reserve in 
1951-52 Although the company’s trade 
should now be improving, it remains to be 
whether the directors will consider it 
their duty to reinforce these reserves again 
before restoring the equity dividend to 124 
per cent 


seen 


* 


ENGLISH SEWING COTTON. 
Last year was just as gloomy and testing a 
time for English Sewing Cotton as it was for 


Fine Spinners, but its shareholders have 
escaped with the same dividend as before 
The preliminary profits statement for the 


calendar year 1952 shows that the group’s 
revenue was virtually whittled away last year 

from £1,474,058 in 1951 to a mere 
£65,177 ; this profit is returned after inclu- 
ding the receipt of £213,093 (compared 
with £314,050 in 1951) from the American 
Thread Company, but also after providing 
£564,215 (compared with £132,109) against 
the fall in stock values. The recession in 
trade and the collapse in profits has not been 
confined to this country for the net earnings 
of the American Thread Company are shown 
to have fallen from $2,253,049 to $92,137. 


| Company Notes | 


At home, the English Sewing Cotton Com- 
pany has not had to pay any taxes (compared 
with a provision of £749,582 in 1951) and, 
in fact, £11,771 has been written back into 
the profit and loss account as “ United King- 
dom taxation recoverable.” The parent com- 
pany’s share of the group’s revenue is shown 
to be £34,005 (against £624,001) and once 
net dividends from subsidiary companies of 
£49,267 (against £46,090) have been included 
the total revenue of the parent company 
is returned at £83,272, compared with 
£670,091 in the previous year. In addition, 
£250,000 is written back from the stock re- 
serve (against an appropriation of £500,000 
to this reserve in 1951), but effectively the 
directors have merely transferred this sum 
to a general reserve by making an appropria- 
tion of exactly the same amount—£250,000— 
from the company’s net income. 

The decision to pay out £135,000 in main- 
taining the dividend of 124 per cent to equity 
shareholders has therefore been made possible 
only by reducing the carry forward from 
£189,645 to £95,502. On the assumption— 
and, as trade is improving, it seems a 
fairly safe assumption—that the dividend 
of 124 per cent will be repeated again this 


year, the yield on the £1 ordinary stock 
units at the current price of 38s. 6d. xd is 64 
per cent 
* 

NCHANGA. “he benefits that have 
accrued to shareholders from the migration 
of the copper companies to Rhodesia are 
made very apparent in the preliminary report 
of hanga for the year to March 31st. This 


company, which is ecole controlled by 


the Anglo-American Corporation (Rhokana 
holds £2,355,000 and Rhodesian Anglo- 
American £1,490,581 of its equity capital of 
{7 million), has again raised its ordinary 
dividend—this time from 50 to 75 per cent, 
The company’s normal gross profits have 
risen from £8.8 million to £14.0 million ; 
taxation (although £1.6 million higher than 
a year before) has taken only £5.3 million of 
this and net profits have risen by £2.5 
million to £8.7 million. If these profits had 
had to bear British taxation the company, in 
view of its heavy development programme, 


would probably have had to have kept divi- 
dends on a tighter rein than this 

As it is, the increase in net profits has 
= the directors not only to step up 





dividend payments from £3,500,000 to 
Years to March 31, 
1952 1955 
Farnir é 
h al profit 8,742,246 14,042,101 
Ix eptional profit 1 200.000 
Total profit, before tax 9,982,246 14,042,101 
laxation 3,726,646 5,293,576 
Net profit 6,255,600 8,748,525 
Ordinary dividends 50 15 
ral reserve 000,000 3,100,900 
equalisation reserve 750,000 
Added to carry forward 5,600 398 525 
£1 ordinary stock at 122s. 6d. yields {12% 5s. per cent 
£5,250,000 but also to raise total profit 
appropriations from £2,750,000 to 
£3,100,000. The whole of this sum has been 


appropriated to a general reserve ; in 195]- 
52. 42 million was transferred to this reserve 
and {750,000 to a sales equalisation reserve. 
The iencines add that the appropriation to 
the general reserve provides a further instal- 
ment of the finance needed to meet the 
capital expenditure programme that is now 
being carried out. So far, the need to finance 
this programme has not prevented dividends 
from rising, but if the freeing of the copper 
market in Britain is followed by a new fall 
in copper prices, it 1s a factor that will have 
to be kept closely in mind. 
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SECURITY PRICES AND 


British Funds r , ae on 
une June Yield, 
Guaranteed Stocks | 20, | ,27,, | June 17 
- eons | 1953 | 1953 | 1953 
. ae 
War Bonds 26% 52-54 99%, 994% 019 6 
Exchequer 24% 1955. 99% 994% 1 7 10 
hk xchequer 3% ns 101 1008 | 313 32 
Ser. Funding 19%, ae 997 110 8 
er. Funding 13% 34 oat 984 113s 5 
Ser. Funding 3% '55 100% ‘a ; § § 
War Bond. 24%, 54-56 99% 99 ; 8 § 
Funding 24% °52-57.. 1004/ 100 110 2 
Nat ‘Del 5°, "54-58 . 100%* 100§* 1 9 11 
War Loan 3 5-59 1014 101% 110 0 
Savings 5%, '55 65 : 9%! 95 2 1 ll 
Funding 24% "56-61 97 974 116 1 
Funding 3% ‘59-69 90§ | 9A 2 710 
Funding 5% '66-68 93% 95% 2 410 
Funding 4% '60-90..,, 100g 10054 3 $ § 
, chk 243 
Savings 3°, "60-70 894; 89 . 2 6 
Savings 2$°% '64-67 88 88 a 
Victory 4% '20-76 ...| 101 101 ae a 
Savings 3% '65-75 87 864 | 2 9 1 
Consols 4%, (aft. 1957)! 92 92 a 
nvs aft. 1961) 824) 828/232 7 0 
Treas i aft. 1975) 61x; 60 25 & 
Treas. 3% (aft. 1966 ar’ 71 26 3 
Treas. 34°, '77-80 94° 9 2 710 
Redemption 3% '86-96 8 80 27 § 
W eens i 54% aft 1952 62 $1 27 1 
Consols 24 eit 
6ig° 3 4 it 
Br. Elec. 3% '68-73 88 87% 2 9 3 
Br. Elec. 3% 74-17 86 sch $68 
. ‘ 264 
Br. Elec. 44% '74-79 .| 1014 10054 .. 
Br Elec.44% ‘A’ ‘74-79 1004 100% { 3 2 
Br. Ele« +40 "16-79 92 914'2 7 0 
Br. Trans. 3% 78-88 813° 80g? 2 9 56 
Br. Trans. 3% °68-73 884) 87% 2 9 3 
ie or ais Dalat 7 
Br. Trans. 4% '72-17.| 979° |97§°4 : 6 : 
Br. Gas 3% ’90-98 8] 8023 7 9 
Br. Gas 39% ‘69-71 asf a5 286 9 
Br. I. & S. 346% °79-81] 924 91g 2 7 2 
¢) To earliest date f) Flat yield 1) T 
(s) Assumed average life 15 years approx. ®° J 
Last Two . Price Price 
aa Ordinary ma 
Dividends June 10,| Junel7 
ns Stocks 953 | 1953 
20 a} 40 6 Anglo-Am. 10/- 6 5 
6 a| 30 b'Anglo-Iran. £1 she of 
Tha\- 12$6'Assoc. Elec. {1.] 73/9 | 73/9 
I¢a) 224 L'Assoc. P.Cem.£1)111/3*® {111/35 
35 6| 10 4 Bass {1 118/9 (|117/6° 
10a) 1 Boots 5 20/3 20/3 
3 al Brad. Dyers {1.| 26/6 26/6 
lle 12 Br. Celanese 10/-| 24/6 24/6* 
17} a Br. MotorCp. §, 6/3 | 6/3 
6a, 9 6 Br. Oxygen {1 .| 54/9 | 64/3 
36| 3alCan. Pac. $25..| $464 | $46 
6a, 7b Coats £1 44/6° | 43/ 
5 a| 64b\Courtaulds a. 39/9 39/6° 
16 ¢ 24a,Cunard {1.....| 3/6 | 36/6 
15 5} th Distillers 4/- ...| 16/6 16/6 
l7éci| 17$c\Dunlop {1..... 46/3 46/3 
15 ci 15 c\Ford {l...... | 28/3 | 27/9 
15 b| 34a Gen. Elect. £1..| 40/74 | 40/74 
5a) 10 bGuest Keen £1.) 47/6 46/ 
10 b 7 a\Guinness 10/- 28/3 27/6° 
44a) 5§b Hawker Sid. £1.| 38/6 | 37/6 
5 a} 8 6 Imp. Chem a 43/6 | 42/6 
13}a| 1 f! imp. Tobacco {1} 52/6 | 62/6 
$2°6 cl $1a/Int. Nick. n.p...| $708 | $70 
Aibe| l7¢c\J’burg Con. {1.| 54/9 53/ 
§ a} 10 /\Lancs. Cotton £1) 41/3 41/3 
7ga| 10 d!Lon. Brick £1..| 62/6 62/6 
15 a| 35 b/Marks&Sp.A8/-| 53/9 | 53/6 
64a 11%5|Monsanto 5/-.. -| 20/6 20/6 
6a) 14 5:P. & O. Def. £1.) 56/- 56/6 
1746 7$a'P. Johnson 10 30/- 30 
$100 citi05 c\Prudentl. ‘A’ £1) 36} 36k 
175 t 4) a Rhokana £1 17 ume 
5a 10 6 | Rolls Royce {1.; 61/3° | 6! 
15 a} 110 b)Shell” Reg. £1) 84/44 | 82/6 
84> Tha Tube Invest 7? 56 56 
20 b 24a Tur. Newall £ 53/-* 51 
6 64b Unilever £1 46/14 | 48/14 
124: k74c\Union Castle {1 23/6 23 
5a 6 Union Disc. £1.) 42 42 
t4ha| 16494 Utd. Molass. 10/-, 28/9 27/9 
Tga| 1246, U.SuaBetong{1, 35 5 
24a 1246 Vickers {1 49 48 
15 a} 40 6 Woolworth 5 54/€ 54 
a) Iut b) Fin. (c) Div. whole yr g) Di 
months. Yield basis 108 h) Yield basis 
doubled capital m) Yield basis 12} 
20% p) Yield basis 113% q) Yield 
gross. (yr) Yield basis 74%. (8s) 12%, paid! 
Yield basis 1694. © Ex div. f{ Free of tax 
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JUNE 


20, 


1953 
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Fe ee} é aed He 15 iOS T < 
j re é 442 .758.000 against 
di expend re of 070.000 and sue 
Ss vy ful 810,000 bhi ‘ 
k { {816 980 GOO 
4 ‘ i | 1953 
| } OOO ( pare ef it 
69 » VOU I I ( 
in é 
—_—_ cocaine - ~~ 
F< I | ¢ t 
} | 14 
| | : 
( | 
Ke t 
REVENUE j 
gaciaiceaie icp licaeaaiaipaaniiiaaatin catia 
b 
| me 42.251 218.09 204.644110.477 Q Re 
th 60 OO » 64 37 Gi a # ( 
52 10 6 ll ( 1 of i 
j ft 4 Oc 4 au ( (i sy 
| ese 19 ( ge )1 a 
i t her i UU 4 ‘oil 4 él 
i t | 
ke 5 7 HF 14 .4¢ 20,9] he 
044 4001 210 # 4 
‘ 6RO 4ki 147.914 6, 2¢ 4 
47 Hi $ y 12 24 
69 Of t 4 7,44¢ 14% 
6% 9 4 5A Ol 
if 2,201 
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OUSAND J > ENG 4 1< 
THOUSAND) BANK OF ENGLAND RETURNS 
Receiprs PAYMENTS 
Treasury B 51,216 24 Def. Bond 545 
Mak Savines Corts 200 3°/ “Def. Be 1944) 9188UE DEPARTMENT 
44°%, Def. Bonds 1,210 Othe ebt | JUNE 17, 1953 
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MARKS AND SPENCER, LIMITED | 


CONTINUED INCREASI 


IMPROVEMENTS 





Che rwer nt innual lral I 
ing of Mark nd Spencer, Limited, was held 
» Tune ll 82, Baker S , London, 
W.1 
aT ion Mar DS airman and 
) managing d rj), V > f led, said 
I 1 nd Gre me! M J i i 
1 ) in ) i uf 
i t 
aill ) ‘) 
{ > 
PROFIT AND LOSS ACCOUNT 
1 ) 1 
} ITO 
‘ 
1? i 
/ 4 
' 
4 4 ) 
\T ) rf 
) nd i ] 
{ 1) 
RESERVES 
0 ¢ 
I A ‘ 
; | | t 
3 )» WY idition ! 
tT th { if ) 
{99 1) 
PROPERTIES AND EQUIPMENT 
During th oO { xdernising 
yur LOI il { ] kk ig ) les ) { 
d Iring th 
Properties stand 1 the balance sh 
{8,940,000 atter capital expenditure of o 
{500,000 and have been depreciated at the 
usual rates This figure is obviously sub 
stantially below their present-day value as 


most of our properties were acquired before 
1939 hey represent, therefore, a consider 


able capital reserve. Our rental charges are 


based on the original cost, and thus our 
profits benefit accordingly 
Fixtures and equipment stand in the 


balance sheet at £2,652,000 after providing 
£569,000 for depreciation—an increase of 
over £300,000 on last year Chis is part 
of the investment 
modernisation 


in our pr 


I wramme olf 


SUBSIDIARY COMPANIES 


made to our subsidiary com 


fallen from 4749000 to 


Advances 
panies have 
£1,990,000 


The stocks of the subsi 
form the pipe-line for 
cloth used in our business 
amount to £1,148,000 
£2,915,000 a year ago. 


liary 
a large part of the 
They now 
compared with 


ompanies 


MODERNISATION OF STORES 


CASH AND SECURITIES 


( h balances and u ments in Govern 
irit and in tax reserve certificates 
amount to j, muillion—an increase yf 
WIAD 
GENERAL SURVEY 
I I ; os {j th ) nuing 
) f fa ) ul ) ’ Wui 
? 
r tor th ast is £4 nillor 
) i’ ) i } 
T i i yf ) 
) 1) ym 
) I ) I i hi i , i 
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\ rd o 1 
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1 1 j i ) 
r purcl 
MERCHANDISE DEVELOPMENT 
1 jl 
i i y 1 1 
i i l t i id 
s { 
} } 
) 1A 1 1 t t t ( 
Ti i pM i j } iu pia 
{ le rang I VON ind kn { 
t il for ) ra t ifacturer 
Befor he war we had found it essential to 
. 
ralise the purchase Of Our Da iOtns 
¢ ¢ j > 7 lites YY ' . 
in order to standardise quality and to organise 
i production of the great volume of grey 
th needed itistactory standards were 
hieved, but that important activity was 
halted by the war, when a general decline 


set in throughout the industry. As 
conditions permitted, w 
wain and have already 


improvements in the 


took ip 
effected 
construe 


nis WOrt 


ynsiderable 


ion and quality of our basic material We 
have added many new and interesting cloths 
rt printing department, which is 
sponsible for the conversion of the grey 


finished fabrics by printing 


made much | They 


rogress 
study and apply new technical processes for 


1 ! trp r > 
OU! ist oy nrink-resistinyg reatments, 
and iti-crease finishes, features which add 
m i » th ippeara ind durability of ou 
Fahy 
t 


The styling and design centre has been 

ilt up to deal with the styling of the gar- 
ments which serve as production models for 
yur manufacturers. They into account 
the trends of fashion which are adapted to 
meet the tastes of our customers. The 
grading of sizes is an important part of their 





ecole a 
take 


IN TURNOVER 


IN MERCHANDISE 





Ictions th t neant a ynsid 
tudy, over a long period, to d rm 
inge of sizes requ 1 to satisfy our p 
A ready-to-wea apparel 
Qualified s tists, t licians, and 3 
leal specifically and natically v 
ariOUS LAS [ na 1d 1 { 
junction with [ . 
d i hand i A ) i ) nD vr 
) nisation and iz oO ) 
1 ol l j ] ) rOOd { 
) yu LOL Th 5 Ol l i $ 
lep is on i | ! 'V 
) y i i ) { ) ) ! 
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i i VO A I 
: f 
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i wry ) ) ) Od 
ai A 
1s ! pl vi 
j , 2 
] 0d } 4 ) 
j f 
\ yportion I ! 3 
i I It i 
i 
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: ' of . 
it } 
wd to { ; 
tl rs } ur ) 
) ur | ] 
’ r yt i ) 
i A { in 
IRIBUTE £O MANUFACTURERS 
It t : ) E i ; 
yur goods are { at han 3 c 
i i 43 ) il | i j 
Lo On p 1€ } 
yur appeal to 1! yubl 
YO varied a range of inexpen » goods of 
juality could not have been evolved without 
the understandirg collaboration of o ip- 
pliers, with whom we »y a partnership of 
minds and ideals. Just as we have invested 
large sums in modernising our stores, so have 


tur friends invested considerable monies in 
new factory buildings, new machine and 












new equipment They have devoted much 
etfort to the training of specialised labour 
forces, for we attach the greatest importance 
» the workmanship and finish for \ the 
brand name of *“ St. Michael ” is a guarantee 
Our friends have a deep understanding of 
the consumer problem and know tha ne 
public who ar ® final judges of va By 
introducing new techniques and planned and 
areful production, they enable us to ‘sent 
1 wide range of desirable merchand Out 
mal in a red and growing if 
heir good ind contin f pro oe 
them i ential as cont y pplies 
us. Ed harmony of er ynsible 
s of our joint eff hank 
h most hel ) yat.on 

alue most highly 





MODERNISATION OI 


We had always taken pride in the 
appearance of our ind had tried © 
make them attractive to our customers. We 
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nainta! 


ned our properties in first 











tion, but the war years forced us to 
this aspect of our business. 
DEC a major ta Oo make up tne 
As licences to repai nd build 
ivailable and building n Is freer 
ply we set out to restore Our prope es 
dernise our store 
lernisauo means radicai conversion 
nas g 1 many or our stores a new 
I C rl CC f 
i 1 00a A ire 
pe J ( july ent C 
designed display nxtures anc 
W h e it! juced mod 
ve and lhehting schemes, for set 
te a worthy setting for our go id 
to our customers the convenience of 
1 in attractive surround S Our 
ners havé so readily responded to these 
menities that we are encouraged to 


this transformation to the rest o 


with pleasure that we can report the 


ding, since the war, of our bombed 
at Bristol, Clacton, Exeter, Plymouth, 
mpton, Shefheld and Yarmouth. New 
1ave been opened at Leeds, Norwi 
ld and Swansea. All our latest con 
' 
ns and ideas have been incorporated in 
jings, which are an impre 


Important 


builc sive addi 


our chain extensions have 





made at 36 stores 
the end of the war we have invested 
11 million on the whole of this pre 
e, and further substantial sums will 
to be appropriated 


In addition, the sum of £1,250,000 has 
\ } 1 
beer ted in new sites for future develor 
ment d in the enfrancl ment of sor 
leasehold properties Ihe whole of the 
expansion I have outlined has been met from 
the company’s own resour 
IRIBUTE TO THE STAFE 
Our ff Ti¢ . ( a ¢ 0 i I IT ure 
that y I] join with n th King them 
for tt Phe 
board me pp! il or tf r i \ 
ind d i Qu k ( « ( 
id ‘ aon t in 
1 r ¢ oO oO 
G I YT th « 
I 1 t! I I 
aniy I office It ] 
} I | 
staff tak id ( 
k ! 
pn ( I By 
i ( 
1d ( 
id j 
1( O ¢ j i 
i 
ad 
f 
7 , 4 i 
‘ 
0 
() 
. 
“ j _ 1 + 
W | = > ' 
t i | 
: al 
’ 1dG ( er e of bel 
INQ t¢ t 
d ‘ on ne r¢ ¢ in esf 
€ ‘ 
cort ( y tant to the cess of the 
cor 


Our staff are aware that provision is made, 
through our pension and benevolent funds, 
for an appropriate pension to be paid to those 








who, on retirement, have qualified by their 
record and length of service. ‘The position 
of our pensioners is reviewed annually, anc 
any special needs which they may have are 
taken care of by the company. We regard 
them still as members of the firm, and in 
their retirement they enjoy many of the 
amenities which were available to them 
during their active careers 


It is because of these growing needs that 


we propose to increase to £100,000 our 
allocation this year to the benevolent trust. 

‘The report and accounts were unanimously 
aqaopted 


UNITED CANNERS 


DIFFICULT CONDITIONS AFFECT 


PROFITS 
MR J. B. DRING’S SPEECH 


The twenty-first annual general meeting of 
United Canners, Limited, was held on June 


llth at Boston, Lincs. 
Mr J. B. Dring, the chairman, in the 
course of his remarks said: 


In the combined accounts the profit before 


taxation 1s £170,489, and after reserve fo! 
taxation {69.703. Vhe amount brought for 
ward from last vear was £72,577, making a 
total of £142,280. The final dividend of 
20 per cent, together with the interim divi 
dend of 10 per cent, making 30 per cent for 
the year, takes {34,125 and, after placing 
£35,000 to reserve, there i balance of 
£73,156 to be carried forward to next yea 
W ithe I ood 1 int 
bined Is ¢ eed habil { more an 
+} ‘ m ¢ e« ied iy + he ) ipa y 
(Current ass exceed irrent abihties by 
{2 OOO In our ance heet, freehold 
land and building t £155,000 stand 
} , le t half ¢ 
4 cI 41u SI < ! i 
é of lo i tne 1d of t 
na 0) ire { | 
i o! np d ni 
em] 
SALES WELL MAINTAINED 
LD ' 
19S] \ 
oO I 
.s : 1 
[ i 
) ] < 
‘ of 
POSITION OF SOUTH AFRICAN BUSINESS 
I ‘ mp i 
ined go I 
I on I Unit I 
s“ At in 
f¢ j oul ‘ ‘ f 
old of Unite Ca Lhe : 
n ( né n So \ vel] 
Great B n the ung of fre 
i c and for South Af 5 
mean chiefly the inning of apricots, 
peaches, pears and pineapp! 


Since United Enterprises commenced busi- 
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ness in South Africa in 1948, we have acted 
as their selling agents in Great Britain, but 


we are not permitted to distribute their pack 


of canned fruits, although packed under the 
trade mark “ Benedict” registered by our 
selves in Great Britain. The Miunistry of 
Food buys the whole pack of South African 


canned fruits and hands over the pack for 
distribution to selected list of firms who 
were in their view importers in 1939, and 


whom they describe as first-hand distributors 


We ourselves were large importers of canned 
fruits from South Africa and California before 
the war, but we are not included in the list 


But even we had never imported canned 
fruits before the war, the extraordinary posi 
tion would arise that we could not be per- 


mitted to distribute fruits packed by United 


Enterprises because we had not been distr 
buting th nine years before that 


g them company 


was established in 1948. It appears to m« 
that this is not only an injustice but that the 
Ministry of Food hold themselves up t 
ridicule 

TRIBUTE TO LATE MR DAWBARN 


Before I conclude my remarks I desire 
to pay a tribute to our colleague, Mr 
J. R. Dawbarn, w unfortunate death by 
accident Aarch was great blow to us 
He had co-operated with us in the develo; 
ment of the business of the company 
its formation in 1932, 1 his services 


1 
hale 
hose 


last 


since 


had 


ana 


been at all times greatly valued by the board 
During the past year he was also acting 

joint managing director of the company. It 
Ss with great sorrow that we have to record 
us death at a comparatively early age when 


we had hoped that the company would have 
the benefit of his services for many year 
in the future 

Mr R. ¢ Scc who be direct 


f 


of the company last Augu 1ad also | 
acting jOInt Managing director and has now 
been appointed n ging director of t ( 
pany, and in m he adoption of th 
report and accounts I shall ask hir 1 secon 
ing the resolution to give you some fu 
report on the current progress of the con 
during the pres« Cal 
MRR. C. SCOTT’S REMARKS 
Mr R. ¢ Sce mana I ‘ 
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THE BUTTERLEY COMPANY, LIMITED 


RETURN OF 


CAPITAL 


TO ORDINARY SHAREHOLDERS 


GROUND FOR REASONABLE OPTIMISM 


MR E. 





The sixty-sixth annual general meeting of 
The Butterley Company, Limited, was held 
on June 16th at the registered office of the 
ompany, Butterley Iron Works, near Derby 

Mr E — ilter Wright (chairman of the 

rd of directors) presided 

The secretary (Mr P. Elliott) read the 
notice convening the meeting, and the report 
of the auditors 

Th lairman said Ladies and Gentle 
men,—Sin I last addre {1 you we have 
ppointed Mr M. F. M. Wright vi ha 
man of the board and deputy managing 
d oO We ha Jone this tor two reasons 
Firstly in appreciation of the long and 
standing serv he has rendered to the 

ym pat nd ondly, to emphasise the 
fact that he bears the responsibility of the 
ompany’s chief utive when I may be 
ibsent for any reason I am sure you will 
welcome tl ippointments which give 
official sanction to a situation which has in 
f ree yznised in the company for a 
good many years 


CAPITAL PROPOSALS 
When tl 1 ing h ren completed 
, hall " ry extraordis y 
ren } ngs to 1 ind if thoug 
prov I forward b 
0 ee i I ipita ) 
yrdin holders, { i ig of the 
fe { iend f } i ) 
» per O Oo 
mp i I I rh ) 
{ vA i 1O np ae mia 
1 th t lin ol ipital must ) 
rarded a ) I l tv 
| tuall ) yrti I | iOu 
land and farm ind 4in sto 
nall A ; slurry, ! 1 to 
ilued id until the 2 13 } 1 
not pu fl 1a] proposal “tore yu B 
you will h noted that we ask for po 3 
o pay back to the ord y shareholders a 
further sum not exceeding £310,000, or 9 
per share Vhat the actual figure will be I 
innot tell you. It entirely depends on the 
mount of the valuations still to be mad 
We are in negotiation with the National Coal 
Board in regard to the land and farms, and 
the slurry. I think it reasonable to hope that 
we shall come to agreement about the land 


ind farms reasonably quickly, but so far we 
ire very far from agreement about the slurry, 
and shall almost certainly, [ fear, have to 
seek a valuation from the District Valuation 
Board and possibly in the go to a 
referee 

So far as colliery houses generally 
concerned, it became clear that important 
issues of principle separated the NCB and 
the claimants, and in order to get guidance 
the NCB and the Mining Association have 
agreed to put their cases before an indepen- 


event 


are 


dent Tribunal. The Tribunal has completed 
the hearings, and its report shx ea be avail- 
able quite shortly. I am hopeful that there- 


after it should be possible to ack agreement 
with the NCB on the lines laid down by the 
Tribunal without too much difficulty or delay. 


SUCCESS OF COMPENSATION 


NEGOTIATIONS 
That we are able to take the first step in 
oul — reduction scheme is of course 


largely jue to the success of the negotiations 


with other 


A Tribunal 


oalowners in regard to TS 
ition, which I referred last year 
under the chairmanship of M 
Sparrow was set up, and issued its 


Notts 


ym pens to 


Johr 


iward in December. Our share was £996,545, 
vhich, while it is totally inadequate as com- 
vensation for the assets taken over, was I 
ik a reasonably fair share for us to get 
) of the Notts District sum awarded at 
Stage IT 
Now that the valuations of our TS assets 


Al ympleted, I should like to say a word in 








e of the ungrudging help given to us in 
preparation of .our ses by former 
rvants of ours who joined the NCB. The 
nly ison [fo ‘m to have spent the time 
tnd trouble they did on our behalf was 
il to their old company, and I would 
») put on xd our deep gratitude to 
INCREASED TRADING PROFIT 
Turning now to the accounts and the con- 
4 lated profit ind loss account, the trading 
rot hows an increase trom { 394.670 to 
1 426.056 here is al brought in a figure 
yf £45,141 before deducting tax, representung 
t for the year on agreed amounts of 
) ition, and a fur r figure of {53,875 
' jeductins \ ‘presenting inter on 
on fo rlier yea nd t ont 
) { oO of prosecuting our 
n M t I 1 
) ou ; tog rea a ner 
mon pa 1 | ( 
r all 1 ised 
m jf] ) | 92, and provid 
fividen ther already paid or now 
ymynit ded id addin th n 
: I vard tron last y ’ 
yward £299,788 compared with {£222,802 a 
ivo 
I hope you will think this satisfactory 
\ le all depart have ven D the 
) K vad | rreatest con ution 
WI n trading profit the 
ngineering department, which has had 
1 very much mo ul ful year. The build 
ng section has secured several important con 
racts for the erection of non-traditional type 
houses and schools, and others are in course 
of negotiation. Altogether the value of work 
fone in 1952 was more than double the work 
done in 1951, and our programme for this 
year 1s considerably higher even than last 
year I should like to offer my congratula- 
tions Mr Fletcher, not only on the results 


achieved, but also on his 
severe illness which I am 


department has 


ry from a 


recove 


happy to say appears to be complete, and to 
say that we hope confidently for further im- 
provement in his results this year. 
IRONWORKS 
All sections of the ironworks worked to 
ipacity, and sales amounting to just under 
2; million pounds constituted a new high 


record. We had our moments of anxiety over 
supplies, but the difficulties were over- 
ome, and the position has certainly improved 
onsiderably over the past few months. Our 

erhead cranes and sheet metal presses and 
guillotines are winning new friends both at 
home and abroad, and orders continue to 
come in steadily 

The wagon works produced nearly 1,100 
vay vehicles of many varying types during 
ind secured a contract from the 


1 
steel 


rail 


the ve 
ne year, 


HITZWALTER WRIGHT’S REVIEW 


Railway Executive for 5,000 eggs 
mineral wagons, delivery of V 
We ar 
glad that the Railway Executive decided 
this long-term policy, as it enables us to 
efficiently than is possible with comparat 
short-term contracts. 


which w 
spread over the next five years , ans 
on 
plan 
producuon much more confidently and 
I vely 


OXYGEN DIVISION 


Our oxygen division has made good pro- 
gress. We have installed a generator in 
Butterley Works, which will not only produce 
a considerable saving in costs, but will be 
useful as a demonstt ition model. Interest in 
the plants is widespread, and I f sure that 


we have only to put our selves into the OS : 
tion of being able to offer reasonably early 
deliveries for orders to flow in. This we are 
doing by making available additional space at 
our Codnor Park Works, and by trying to 
make arrangements with the manufacturers | 
for special deliveries of compressor 

We have done our best to make our ful 
contribution towards the easing of the short- 
age of bricks which has been widespread 
throughout the country. All our plan ‘| 
one have been turned over to the m 
ture of ing brick ind record outputs 
have been achieved. The new plant at Blaby 
has been an unqual 1 
EFFECT OF OPENCAST MINING ON FARMS 

lurning to the farms, w ire mung 
nei ily anxio bout the eff ypen- 
ist coal mining Nearly | 

Butterley has either been o; t 
being opencast, or likely to b t 

the next year or so. We h ) 
experience now yf »-called rest ] d 
ind even though we do our very Db 
land by copiou ippl ition oO! 
manur ind fertilisers, the 1 
reasonable fertility painfully slow I have 
the greatest sympathy for our farms managet 
Mr KE. B. Jackson, in what must be at time 
almost a heartbreaking job. And I 

yu that the restoration of this land to full 
fertility will not only be slow but very expen- 
sive, and it may well be that next year we 
shall be wise to make special provision fot 
it in the accounts 

I must now say a word about the other 
companies in our group. The Kelvin Com- 
pany has had another very successful year, 
and the easing in steel supplies should 
of great benefit to it. Hughes and Lancastet 
has continued to improve, and we now only 
need a comparatively small increase in the 
labour force to make these works into 4 
highly efficient producer In order to help 
towards this we have applied for and have 
received a licence to build ten blocks of flats, 
and we are assured that by having homes 
to offer them we shall be in a much better 
position to attract suitable workmen, skilled 
in the trades we need. Our sand and gravel 


quarries have had a good year, and we have 
acquired through our Mugginton subsidiary 


b> 





a neighbouring quarry at Hulland. The two 
should constitute a very efficient working 
unit. 


THE OUTLOOK 


Taking the group as a whole, I believe 
there is ground for reasonable optimism put 
we must realise that the outlook today % 
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1 Onditic I ood OUI 
I A nope to g yusine It 
f ¢ neering firms, view with the 
g! PI I 1S10 ne conur d demands 
iC inc! e aq man otter col s 

si h are being made so regular 
i re often called upon to quote for larg 
cor ts which may not be completed for 
two or three years, and the uncertainty about 
wage rates and raw material prices makes it 
very difficult to be prudent as well as com 
petitive The sooner everybody realises that 
in U country today rises in wages can only 


be justified by increases in productivity, the 
bet! 
posit 


r will be our chances of maintaining our 
on in the export markets of the world 


THANKS TO STAFF AND WORKPEOPLE 


In conclusion I 
thanks to our 
anothe! 


would lke to add 
staff and workpeople 
year of loyal efficient service. 


our 
for 


I now 


directors’ 


have pleasure in moving that the 
report and balance sheet, ch 


IC Th 


wt 


carries with it the directors: recommendation 
of the payment on July 11, 1953, of a final 
dividend on the ordinary capital of 6 per 


cent, less income tax (making 9 per cent, less 
income tax, for the year), which will absorb 
£59,400, and the carrying 1 of tl 
balance of £299,788, be received, approved 
and adopted. After it has been seconded, any 
shareholder can ask any questions before the 
motion is put 


The report and accounts were : 
the retiring directors, Mr M. F. M. Wright 
and Mr P. N. Wright, were re-elected : the 
auditors, Messrs Price Waterhouse and Com- 
pany, were reappointed, and the proceedings 


forwarc 


3 
adopted 


terminated with a vote of thanks to the 
chairman 
At the subsequent extraordinary general 


meeting, following meetings of each class of 
shareholders, repay i0s. per 
share on the ordinary capital and increase the 
rate of dividend on the preference capital 


from 4} per cent to 6 per cent were carried 
unanimously. 


resolutions to 





HARLAND AND 


WOLFF, LIMITED 


LAUNCHINGS TOTAL 162,000 GROSS TONS 


PROBLEM OF CONSTRUCTION COSTS 


SIR FREDERICK E. 


REBBECK’S REVIEW OF 


WIDESPREAD ACTIVITIES 


pares ( pan 1 £39,389 in Oo 
of the { \ om] r 
The ( ( lated ] ol est id 
undistributed profits now amounts to 
£4,724. 
GREATER VOLUME OF WORK EXECUTED 
The amount of work carried out dur 
the year wa n excess of 1951, but 
redu profit is entirely due to th ] 
price I ( n tt é I ( 
1950 to v ference W mad ( 
Owing \ I I OSS1D1 ot yt i 
norma I of ‘ re | i 
Stee] plar : to 1 1iffi 5 { g 
de] ery trom sut ontractor o! AUXLUIATY 
€quipment, in the manufacture of which steel 
Incorporated, the completion of these 
Vessels was delayed, with the result that 


their constr 


ICtiON Was riods 


thrown into pt 


when higher costs were in operation. They 
have now all been completed, and provision 


has been made in the accounts submitted fo1 


those « mpleted in 1953 
WORK IN HAND 

I is the thirteent ¢ year in 
wh th | ned I t oO! 
I 3 vO) e € Ce { ( ( 
im tl t l ( Li ( 
t he | | 
thn re it pli 
t itti ] or on ¢ 
¢ lar | ig 
T ker of eT i 54) C00) { ()( t¢ 
deadweight i Briti a Norw 
owners, a@ iarg num I of lanke 
Diesel passenger fer and er sn 
CLalt 

Naval work includes the lght fl rr 
Centaur and Bulwark, frigate ind coastal 
minesweepers for HM Navy and the light 


Bonaventure for the Re 


As mentioned in the dir 
Admiralty entrusted the company 
with the planning, building 
of a works for the 
craft. ‘This est 
near the Queen’s 


tT" rs’ re 


and management 
truction of sm 
ablishment 

y, Island and 
three covered slipways, has been completed 
and the building of the first three vessels 1s 


proceeding atisfactorily 


con ili NaVal 
located on a sit 


omprising 


DIVISIONAL OPERAMONS 


The marine engineering division, which 
manufactures both propelling and auxiliary 
engines, has been fully occupied during the 
year. Our latest type of Diesel engine 1: 


giving complete satisfaction in service, and 
is being supplied in increasing numbers. Our 
latest orders also include several important 


turbo-charged Diesel engine installations 


The land engine division is engaged in 


the manufacture of a wide range of engine 





including gas and air compressors for « 
refineries at home and broad Chere 
is also in hand a gas turbine plant for the 
large sewage station at Mogden, which for 
the last seventeen years has been operated 
by an installation of seventeen Diesel engi 


made by us 


The Steel Constructional Division at B 
fast has been fully employed during the year 
and the orders in hand will keep the division 
well occupied for some time to come 

The electrical division has 
employed on electrical ins 


been 


illations of 


also well 


} } 
dvotn 


naval and merchant vessels. Generators for 
direct and alternating current, motors, con 
trol gear, switchboards, etc., have been 


manufactured for all classes of vessels, and 
also for export to Australia, India, South 
Africa and other parts of the world. 


Once again I am able to report that our 
Scotstoun Works have been employed up to 
the capacity of the limited amount of labour 
available on the manufacture of turbines, 
etc., for hydro-electric installations at home 
and abroad. This machinery is being built 


to the designs of The English Electric 
Company under a working arrangement 
made some time ago between the two 
companics. 


The repair works at London, Liverpool 
and Southampton have been well employed 
throughout the year. Of particular interest 
is the extensive refit and conversion of HMS 
Wrangler, which was completed by the com 
pany at Liverpool. As usual a certain amount 
of ship repair work was also undertaken at 
the company’s shipbuilding and engineering 
establishments on the Clyde, whilst the repair 
division at Belfast was well 


employed 
throughout the year. 


THE OUTLOOK 


While it is satisfactory to 
company has an extensive 
work in hand, there is not in the 
a sufficient number of passenger ships t 
able the finis} y trades to be fully emy] 
No new shit niding I 
tude have 1 i 
for ome tin and no dou 
sec! eg press recently tl 


of outstanding shipbuildi I 
costs rise furtl Phi: iestion | bee 
giving the } istry the greate pe ble ce 


cern, and it 1s of the utmo 


nr 





ever\ 
further increas but to 
cost: This 


effort sh 1 be made not 


1 
i 

managements, suppliers of 
every employee, and such co-o 
the only way to ensure the 
full order book 

A; 
of the year under 
CBE, MA, MSc 
deputy managing 

The 
been 


indicated in the report, since 
review, Dr De 
IP, has 


director 


tne lose 
nis Rebbeck, 


been appointed 


company s 


well maintain 


I take the opportunity to thank the men 
bers of the staff and workmen who worked 
well throughout the year 

The report and accounts were adopted 
the proposed dividend was approved ; the 
retiring directors, viz., Mr H. C. Mackw 


¥ 
Mr W. H. Park, Mr J. S. Baillie, Mi: 
Humphreys and Mr N. McCallum, were r 
elected Messrs Price Waterhouse & Con 
pany were re-appointed aud and their 
remuneration was fixed 


tors 


The meeting terminated with 
vote of thanks to the 


nimous 


a uM 


cnhalr 
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BOOKER BROTHERS, McCONNELL & CO. 


(Colonial Merchants and Traders, Sugar Producers, Shipowners and Rum Merchants) 


GROUP’S FINANCIAL POSITION AND FLEXIBILITY FURTHER IMPROVED 


WIDENED RANGE OF OPERATIONS 


MR J. M. CAMPBELL’S STATEMENT 


The fifty-third Annual General Meeting of SPECIAL BONUS PAYMENT holders do not get an adequate ret 


yn 


Boo Brother MicConn & Co., Limited, wy : ee he money they invest in British Guiana, and 
held in the Library of the West India x thout Management, Staff ind Labour, in Bookers, the Colony will suffer e I 
’ 1 there } } ne Ian e } t neither ] : 
mittee. at 40. Norfolk Street, London, ould be no Bookers ; but neither cou tagnation—and its people much ha 
‘ , ° ) Bo exist wit ‘TS An International Bank 1 a s ‘ i 
W ( yn LTuesda ] i ] Oo An nternational sanK mission Nas y 
r vide t : 





IMPORTANT CONTRIBUTION TO BRITISH GUIANA’S ECONOMIC WELL BEING 
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) ) Report tha A f infla t financial position of aq 1 ly and efficiently into pra 
f ‘ Gro i oO ( ieed to husband 
1 ' t yf re tn 19 a the ' Our ish po tion ha 1OM 
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) ind dur Ships and — ( : eitich ¢ a yyi}}  Oirths per 100 deaths—in 1952 there were 
1D A : i Cw rovernment Oo Briti rn) sujana Will 
Sho ) yur Accoun ; 7 466 In many other way “SS asily set 
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ind rd-working *n and won gee er as Bo sal standards of all kinds, leaven and 
: : policy Ol 1¢ Booker (sroup in Brit of t ' 1 ; 
Ig ) < 4 ( in > in I Book ¢ 1 } the lite of the Colony for good 
: Cs n n tt future t Vor} onstructively - 
( WK yn , . . 7 A oi. = I Alia i hh i i Ai af \ ii s 4utiv iy 
) ) Oonevt ite m na Hank Tl l si 1 slarit t the 
oa 7 , and with good will with the Government of Ihe measure of our contribut » the 
) » \ ' ] r . i n 
: , Colony for the interests of the people mmediate industrial and commercial develop- 
J I 


4 
nent of British Guiana can best be illustrated 









A sojourner in British Guiana once said to ; ; : 
NEW PENSION SCHEME me, “* When I had been here for three weeks OY Ute fact that during the last five years we, 
I thought Bookers were making a good thing and paler Associati do Companies, ha spent 
On January 1, 1953, we introduced a new out of British Guiana ; when I had been here 42 Mlion on Capital construction and ¢quip- 
on 5 ne for our overseas Staff. This for three months I realised that British ™¢"t for our businesses there 
re nm Schem vill be self-admin Gsuiana was making a good thing out of How could all this continue in the future 
-d, as is now common practice with large Bookers.” Neither is true. The truth is and could it have been done in the past 
ymMpan ind is designed to Bive, a of that, however much in recent years Bookers without the \ sion, resources and manage- 
sht, at age 60 and after 33 years’ service, a may have spread their interests elsewhere in. ment of Bookers—and Compa ke 
p ym of half the average salary of the 10 the world, British Guiana remains the source’ Bookers ? 
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pen Me tO TWOorth rds ot ae ‘Ina’ prosper; if British Guiana or her Sugar hie we like to think of ours ae 
ula Membership of the new s ne na Industry should fail, while Bookers would «py... o¢ pe: Putas a ro eae 
greatly widened to include ‘riainly live on as a vigorous trading Com ro rc ” British ee : w om as 
‘ ‘mploys as well as n panv. it would be an entirel Se anil in the Colony earlier this year, Iv a yd bY 
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prices trade! We must face the fact that if Share- over Africa and some in the Far Easts 
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, 


ndnut finance in the Gambia—these all 


SI promise and add to the stability and 
fi y of the Group 

» WELL-EQUIPPED ORGANISATION 

to the future, unless there is a world 
s] or some disaster falls upon us—we 
are hopeful of the comparative prosperity of 
the Booker Group of companies. If there 
be a slump, we believe our Companies are 
as || equipped to meet it as the next. Our 
conndence lie in the knowledge that our 


widespread interests are in the safe keeping 


of men of proven competence ; men who have 


fully demonstrated their high sense of re 
sponsibility, and whose loyalty has, in the 
past, given them courage to meet difficult and 


adverse circumstances boldly and to face up 
to whatever the future may hold. 


NORTH CENTRAL 
WAGON & FINANCE 
COMPANY 
ANOTHER RECORD RESULT 
MR E. DUNCAN TAYLOR’S SPEECH 


The ninety-third annual general meeting 
of the North Central Wagon & Finance 
Company, Limited, was held on June 17th, 
at Rotherham. 


Mr E. Duncan Taylor, FCA (the chair- 
man) said: : 
The group profit for the year was 


£452,654. After providing preference divi- 
dend, a dividend of 44d. per share, less tax, 
on ordinary capital, transferring £25,000 to 
reserve account and £5,000 to pensions re- 
serve, the parent company carried forward 


subject to excess profits levy), £114,770 
against £72,166) and the group (subject to 
excess profits levy £215,085 against 
£150,471 


The directors recommend in addition to 


the ordinary dividend a similar distribution 
to that made a vear ago of 44d. for each 
ordinar hare, not subject to tax, out of 
realised accretions to capital ; these together 
represent a return of under 6j per cent, sub 


ject to income tax, on the paid-up capital 
and reserves at December 31, 1952 


The group profit of £452,654, before taxa 
ton, represents another record and shows an 
increase of £34,880, but even without full 
Provision for excess profits levy, taxation 


absorbs £324,619 or 14s. 4d. in the £ of all 
carmings 


OFFICE ACCOMMODATION PROBLEMS 


The accounts reflect eleven months’ opera- 
ton of the Hire Purchase Order 1952 
Although the number of hire purchase agree- 
ments handled has increased by nearly 50 
per cent there has been a relatively small 
crease in the money employed. This has 
added substantially to our burden of work 
and has created serious office accommodation 
Problems, which can only be met by building 





extensic for which, so far unsuccessfully 
we have tried to obtain a licence 

Taxicabs have been freed from purchase 
tax and the operation of the Order There 
IS a strong case for extending the exemption 
from the scope of the Order to motor-coaches 
and road haulage vehicles so that small opera 
tors will be enabled to modernise thei 
fleet: 

The pated expansion in the con 
Pany Ousin¢ and the widening of its 
activities undoubtedly call for increased 
credit fa i 


: ties and to provide for this you 
will be 4 i to 


pass a resolution increasing 


the borrowing 
£8 million 


powers from {£6 million to 


The increase in the bank rate to 4 per cent 


and the closing of the Australian market 
resulted in a considerable reduction in the 
demand for commercial bills, and a great 


contraction in our export business financing 
and more than accounted for the decrease 
in our assets total from £8,997,154 to 
£8,376,623, but there has been a substantial 


improvement in the position since the end 
of the financial year 
INCOME TAX APPEAL 


I regret to report that our income tax 
appeal was disallowed by the High Court 
and a_ subsequent appeal to the Court of 
Appeal was also unsuccessful. The latter 
did not determine the principal point at 
issue, that is, whether the vesting of the 
company’s wagons in the British Transport 
Commission constituted a sale giving rise to 
a balancing charge. A decision favourable 
to the company with regard to this issue 
was given by the High Court on April 29, 
1953, in the case of John Hudson and Com- 
pany, Limited v. Kirkness, but it is not yet 
known whether the case will be taken to the 
Court of Appeal. [Full provision has been 
made in the company’s accounts for any pos- 
sible tax liability arising on the taking over 
of the company’s wagons. 


The report and accounts were adopted, 
the retiring directors re-elected and the in- 
crease in the borrowing powers approved. 


PHILLIPS RUBBER SOLES 
LIMITED 


DEMAND STILL GROWING 


Mr Peter Pettit, DSO, presided at the 
twenty-sixth annual general meeting held in 
London on Thursday, June 11th. He stated 
that the net profit before taxation amounted 
to £160,778. The comparable figure taking 
four-fifths of the previous 15 months period 
was about {£193,000 Taxation 
much less than for the previo 
the net profit after tax was 
from £61,501 (for 15 months) to {7° & 
for the year This was another illus 
tration of the totally disproportionate effect 
which the present system of high taxation 
had upon industry 


The increase in the amount available had 
enabled the directors again to recommend 


was very 
pe riod and 


TM reased 


just 


the payment of a 5 per cent bonus on the 
ordinary shares in addition to maintaining 
the dividend at 15 per cent per annum, 


after placing the sum of £25,000 to general 
reserve, against {7,500 a year ago 


With regard to the business in general, 
the marked increase in demand clearly 
demonstrated the very strong goodwill which 
Phillips have with both the trade and the 
public, and the complete satisfaction which 
Phillips’ products afford to the user. Par 
ticularly did this apply to the world-famous 
“Stck-a-Soles.” 


This year marked the fiftieth anniversary 
of the formation of the original private com- 
pany, Phillips Patents, Limited. Since then 
the business had expanded enormously and 
now provided a wide and comprehensive 
range of the highest quality products to its 
ever-growing number of customers 
The upw 
the 


vould 


ird tr 
current 


1 < 
nd in sales wa 
vear and he 
be anothe 


factory fre 


continuing 
hoped that it 
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turn out to 


good 
trading with sat} con- 


cerned 


The report 
mously adopted. 


and accounts were unani- 
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ENGLISH & CALEDONIAN 
INVESTMENT 


INCREASED INCOME 


The twenty-sixth annual general meeting 
of English & Caledonian Investment Com- 
pany, Limited, was held on June 12th, in 
London, Mr Henry S, Loebl 
presiding. 


the chairman 


The following is his circulated statement: 
The book value of the investments at March 
31, 1953, was £1,192,781 compared with 
£1,107,229 at the end of the previous year, 
the increase of approximately £85,000 being 
accounted for by the new money received 
from the issue of capital in June last and by 
temporary borrowing from the bank. The 
value of the investments at March 31, 1953, 
was {1,743,867 showing an appreciation over 
the book value of £551,086 or, as a percent- 
age, 46.20 per cent, against 33.86 per cent at 
March 31, 1952. 


The changes made in the company’s in- 
vestments during the year resulted again in 
a surplus against which have been written 
off the expenses of the increase and issue of 
capital amounting to £720. The balance of 
this surplus has been added to the contin- 
gency fund. As regards the distribution of 
investments, 85 per cent of the company’s 
funds are invested within the Empire. 
During the year we have increased our hold- 
ings in the USA with the result that rather 
more than half of the funds invested outside 
the Empire are now in USA securities. The 
funds at the disposal of Encal Estates, Ltd., 
our subsidiary company, have been employed 
as to £11,000 in a loan to this company, and 
the balance in Stock Exchange securities. 


On the other side of the balance-sheet, 
the only item to be noted, apart from the in 
crease in the issued capital, is the general 
reserve which, increased by the transfer of 
£15,000 from revenue account, now 
at £115,000 


stands 


THE YEAR’S RESULTS 


The total investment income for the year 
was £104,693, showing an increase of / 6.48] 
over the investment income for the pre 
year. After deducting the charges set out in 
the first part of the revenue account the net 
revenue was £79,334, 
£73,528, and, after 
charge for taxation 


VIOUS 


compared with 
deducting further the 
and a year’s preference 
but before crediting provision for 

profits levy not required and the 
refund of tax in respect of the previous year, 
the amount earned on the increased ordinary 
stock was 25.13 per cent, compared with 
29.94 per cent on the smaller amount of 
ordinary stock in issue at the end of the pre 
vious year. An interim dividend of 3 per 
cent on the ordinary stock has already been 
paid and your directors now recommend the 
payment of a final dividend of 12 per cent 
making 15 per cent for the year, against 12! 


dividend 


excess 


, 


per cent for the year to March 31, 1952. 
After the transfer to general reserve men 
tioned above there remains the sum of 
£16,535 to be carried forward 


With the passing of the sellers’ market and 
the lessening of inflationary pressures, the 
earning of profits by industrial undertakings 
is becoming more and more depx 
upon the quality of management and 
manship, and the ability to 


nde if 
WOrTK 


offer their pro 


ducts at competitive prices in the home and 
foreign markets Neverthe! in view of 
the substantial cover afforded for the d 
dends received from many of the company’s 
investment couy led with a tendency for 
some boards to pursue, where justified, a 
rather more liberal policy in dividend d 
butions, your directors hope the income will 
be maintained at about the level of the year 


under review 


The report was adopted. 
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WV 
rt I io innual 2 1 ) ) ) r ) ut ) i i i ) ] ) ) “ he 
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rend of the steady increases in the taxa requirements were considerably reduced. We If we succeed we shall be putting real value es 
tion burden of industry which also persisted enjoyed the full support of banks and finan- into the pound sterling ; we shall be increas- m 
throughout and since the war was at last. cial houses during 1951, when large sums had ing the net worth of every pay packet ; and Unf 
reversed temporarily to be provided. At no time have we shall be helping to re-create a stable and aC 
> approached the limit of the borrowing solvent Britain pal 
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W. J. BUSH AND UNITED BRITISH F. FRANCIS & SONS 
COMPANY, LIMITED OILFIELDS OF TRINIDAD LIMITED 


AN IMPROVING TREND INCREASED SALES FUTURE VIEWED WITH CONFIDENCE 


‘ica. -€ Betaidad 1 eee The fifty-second annual general meeting 
n Oul sof “‘Trinid: of F. Fran & Sons Limited was held 
on June 15th in London, Mr John Ismay, 
i chairman, presiding 


v Bush and Company, Limite UnileG Brit ; : x 

he on June 18th in Lond Dr Percy was held on June 16th in London, Su 
C Isherv 1, OBE, FRIC (chairman { Frederick Godber (the chairman) pres 
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trading profit of the group has « ee ee a ee ; ©“ pany’s accounts that the balance of profit for 

cre 1 from £855,404 to £532,760, and after et ie Pree es Phe ; a oo oe es the year, including dividends receivable from 
providing for interest on loan capital, depre en 1 ee - “5\ roe ae YOO had subsidiary companies, amounts to £175,729, 
ciat and estimated sums for taxation, the O¢en appropriated (O general reserve ind after providing £70,500 for taxation we 
net profit recorded shows a decline from VALUE OF OIL SALES are left with a disbursable sum of £105,229 
{340,722 to £196,395 Your directors have transferred £50,000 to 
Last vear I referred to the recessior The value of oil sales for the year at 8¢"¢! | reserve and recommend payment olf 

C a ( ( I ( Z O41 higher by / 8 OOO than in the a final dividend of 15 per cent on the ordinary 


? | t t ) . . t 
share capital, making a total of 20 per cent 






wing in certain 

I I previous y 
compan} busine result, our {] offset | he rising trend of operati umount to £122,697, a decrease of £10,574 
a bt ering > had n operat ndin figure for 1951. 
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INDICATIONS FOR This search is bound to be costly. COMPONENTS 
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r The eighteenth innual gener il meeting of 
+ ( + + ; 
( t ( for 1e Exploration results. he : ently Engineering Components, Limited, was held 
j period of 195. at Goes, Ne been a little more encour In 1 on June Ilth in London, Mr C. C. Griffith, 
ever \ rease over tl last three Oprtoire Basin ar ec ' an MC (the chairmar presiding 
antes f 1 
nont hs of 1952, w h ( n impre i ended ot Ralnen. hast vet it not know! ’ 
4 ee Ts eee GISce rec Balata ! is not Known The following in extract from his circu 
A re j ( I t rt ne 1 
lated tement 
‘The net prolit amounts to { 187,059, as 
for number of years past. Neverthe } “a id acl aaa t aie Ge : , :. against £320,482 for 195] Although the 
less, altt rh I hesitate t the rol f I aut slat h ¢ p 9 ened Ty profit margin had been reduced, the actual 
mped throug o Pou Fortin Th 
prophet, | CRTURIN: “sieeent of din nena’ sal Goan? group profit for the first six months of 1952 
amount of th oduction was not nificant 
. nes. I f ; o the f 0 aks uae aks 7 0Q) Was rou hly equivalent to that for the first 
n 1952, t fa I ir some 22,0 ; 
onto: nfidenct a OP enter ie oie a iia: ail half of 1951. From July onwards, however, 
‘ Ai i , i \ Mav i + “lua ‘ i } i 1 
The ; — y Baleta | alata ‘he there was a progressive decline in sales and 
There ( re ell B entioned in th 
ek : a ' od production, and not until December did pro 
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tories in tl United Kingdom, and also in on other sites continue Similarly, small ; i I =| 
year, and with this reduced output profits 









this sudden falling off we 


continuina witl believe to be due to tighter monetary con 








nis B ' ditio ind to an awakening of the fact that 
indamental gu there had been a too generous stocking by 
encuesed a new Most Of oul istomers in the past against 
-in doubt for SPares requirement rhe actual turnover for 

1 doubt for 






a record in spite of the last 









’ 4 tne notes to the balance sheet is largely million in exploration survey nd test wells In spite of falling off in the latter part of 
attribut to th project and it is evident that something very substan the ye export sales were a record, and we 
The ¢ of current assets over current ° the way of oil reserves must be di are making every endeavour to extend this 
liabilitie pre vem ee reased dur- covered before there is any solid prospect of very important side of our business 
ino ering 





ig the year by £216,000, which is mainly *COVMNS Our investmer It remains as difficult as ever to forecast 
T ] 


to the quisition of the unsecured loan As regards Trinidad Northern Areas’_ the future. The continued demand for lower 

Taxation, both past and current, Limited, a company in which we hold a one- prices (when there is no corresponding fall 

Ss, however, constitute a burden, and is third interest, important progress is being in basic costs—over which we have no con- 

demonstrated by the provision and the re- made in preparation for testing the gompany’s_ trol) must have its effect on profits. 

Tve of (620.595 7 . on treaties iv ‘ . . : . ariz : ; 
£620,595 and £127,640 respectively. extensive marine holdings in the Gulf of Paria. The report was adepted and a total distri- 


The report was adopted. The report and accounts were adopted. bution of 25 per cent was approved. 
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THRELFALL’S BREWERY 


SALES WELL | 


The s 

of Threl 

18th in London. 
M1 

managing 

speech, said: 
Once 

that we 

of beers 


more it 1s my 
have had 
and other ce 
well maintained, and 
happy position of bei 
an increase in the div 
stockholders. 

We have prac 


re-equipment of the L 


now 


with the latest type of machinery, and have 


also re-organised its | 


results 
Your 


erection of a new 

Liverpool pier head, 
that such an hotel 
class residential hotel 
North Wales, is very 


board have u 
resid 


nual ge ieral 


Frederick Cornv 
director, in 


i good yeal 


your board are in th 


nde 


similar 


proposal has received the approval in princi- 

ple of the local authority, and it is presently 

before the appropriate Ministry as we are 

desirous of proceeding with the erection of 

the building at the earliest opportunity. 
' 


The company has always attached great 
importance to the question of happy rela- 


MAINTAINED 


meeting 


on 


eld 


tions with its employees and their well- 
1 i being. We appreciate their loyalty and the 
n i airman ane } : s 
. eee “g willing and efficient services rendered by all, 
tne course Ol nus 


irrespective of position, but I particularly 
take this opportunity 1 *Kpressing our 
announ¢ the staffs in the 


Our sales hotels 
have 


pleasure to licensees and 


ymmodities been 


The report was adopted 


LUNUVA (CEYLON) TEA 
AND RUBBER ESTATES 


A TRYING YEAR 


iw able to recommend 
idend to the ordinary 


tically completed the 
verpool bottling store 


1y-out with beneficial a 
The forty-sixth annual ‘ral meeting of 


lith 


(chairman 


imited, was held on June 


ir H. W. Horner 


The following are extracts from the chair 


convinced 
to our other high ; = 
-d address for the year 1952: 


on Merseyside and in aaa - ° . 7~ 


much required. This Producers of tea, our main 


consideration tl L. 
ental hotel near to the A presiding 
is we are , 


the Lunuva (Ceylon) Tea and Rubber Estates, 
in London, 


product, found 
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the year 1952 a trying one. Early in the year 
a decline in the tea market set in which con- 
tinued with one or two minor tem; 
improvements until about the middle of 
December, when prices began to ris ind 
have now regained a less unsatisfactory ley 
Throughout, the better teas were in stror 
demand and realised satisfactory prices. The 
lowest average price at any of the Lon 
auctions during the year was only a fracti 
under 3s. 6d. a Ib for Ceylon, as compare 
with 2s. 5d., the lowest average in any weel 


for North India, and 2s. 2d. for South I; 


Crops for 1953 are estimated at 8,674,000 
Ib tea and 1,628,000 Ib rubber 
tunately are not stabilised 
economies are being effected commensurate 
with the maintenance of the estates in their 
present first-class order, but by far the greater 
part of our costs is for labour, over 
wages and general conditions we can 
exercise’ little direct { 
market levels for our tea and rubber, and if 
crops come up to expectations, it 1s possible 
to foresee moderately profitable results for 
1953. Much of our rubber is manufactured 
in the form of sole crepe, a grade which com 
mands a substantial premium 
crepe and sheet 


Costs 
even yet All 


untfor 


vhose 
now 
control, At present 


over ordinary 


The report was adopted. 
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BRITISH BANKING 
1953 











This series of articles comprises the editorial section of THE ECONOMIST’S annual survey of banking 
trends in Britain and the British Commonwealth, which on this occasion relates to the first complete 
year of Britain’s “new” monetary policy and the disinflationary trends that developed simultaneously 


in the overseas sterling area. 


The articles are intended to be read in conjunction with the 16-page 


selection of British Banking Statistics that appears in this week’s issue of the RECORDS AND STATISTICS 
Supplement. 


Twelve Months of Credit Expansion 


_ monetary trends of the past twelve months have 
presented some odd contrasts—both with the 
expectations of bankers when the “new” monetary 
policy was launched and with the trends of the first 
six months of that policy. On the one hand, it is now 
almost generally acknowledged that the revival of Bank 
rate and the moves towards monetary 
orthodoxy played a major part both in extricating 
Britain’s economy from the crisis and in promoting 
the climate of disinflation that was especially notice- 
able during the summer and autumn of 1952. On the 
other hand, this phase of disinflation that 
Weapons helped to bring about 
Witnessed a renewal of credit expansion. 
Early in 1952, when the new credit squeeze had 
Stopped the expansion of bank advances and the 
Gi vernment was seasonal surplus of 
it was widely believed that the long phase of 

last been brought to an end. 
And, indeed, the year 1952 as a whole was the first 
since 1939 to show a decline in the average level of 
deposits. But this change of trend was almost wholly 


due to the st Pp fall during the first half of the vear. 


associated 


monetary 


have has actually 


enjoying ifs 
revenue 


Credit expansion had at 


The latest deposit figures quoted in the Banking Survey 
published at this time last year—those for May, 1952— 
marked the limit of the improvement. At that point, 
net deposits were running fully {150 million below 
their level of the previous year. Now, in these past 
twelve months to May, 1953, they have risen by no 
less than £168 million, to £5,865 million, the highest 
figure ever recorded at this season of the year. The 
deterioration has been somewhat more marked in the 
past six months of seasonal contraction than in the 
previous six months. Since last November deposits 
have fallen by £167 million less, whereas in the 
previous six months they rose by £153 million more, 
than in the corresponding period of 195§1-§2. 

It is instructive to examine the sources not only of 
this deterioration as a whole but of its recent accentua- 
tion. If the twelve months are surveyed as a whole, the 
change of trend from that of 1951-52 has to be attri- 
buted solely to the remarkable expansion of govern- 


mental demands for bank credit. In the twelve months 
to May, 1953, clearing bank advances—the greater 
1 / +} 


part of which represent credit ext 


C 
Saas j linea ~~ / T r11] ; 
sector of the economy—declined by {£118 million, 
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whereas in the twelve months to May, 1952, they rose 
by £97 million. Similarly, bank portfolios of com- 
mercial bills have contracted during these past twelve 
months by £34 million; the amounts of these port- 
folios were disclosed for only part of the previous year, 
but on balance they wére probably not much changed. 
Bank portfolios of investments increased substantially 
in both years, in consequence of the special funding 
operations of November, 1951, and October, 19§2 ; but 
if the funding stocks taken up by the banks are 
excluded, their portfolios show declines of £34 million 
in 1952-53 and £123 million in 1951-52. Most of the 
1952-53 movement may be presumed to represent 
actual sales rather than writing-down, but the reverse 
is true of the movement recorded for 1951-§2. 

If rough allowance is made for these and other 
complications, it appears that in the twelve months 
to May, 1952, the private sector of the economy, 
including those nationalised industries that borrow 
from the clearing banks, increased its absorption of 
bank credit by rather more than {80 million. During 
the past twelve months, on the same basis of estimation, 
the private sector appears to have reduced its require- 
ments for bank credit by not much short of {180 
million. In other words, if the demands upon the bank- 
ing system from the central government had remained 
constant as between the two years, bank deposits would 
have fallen in 1952-53 by some £250 million more than 
they fell in 1951-52. 

This comparison, which indicates broad magnitudes 
rather than exact quantities, brings out very clearly the 
way in which government finance has dominated the 
credit trends; for bank deposits, instead of falling 
faster, have risen sharply in response to governmental 
borrowings. The same process of estimation suggests 
that in 1951-52 the central government reduced its 
indebtedness to the banking system by nearly £170 
million, whereas in the past twelve months it appears 
to have increased its indebtedness by fully £350 
million. 

* 


This massive change in the credit needs of the central 
government does not, however, reflect any correspond- 
ing deterioration in its purely domestic finances. The 
“ overall” Exchequer deficit, though abnormally large 
in the first nine months of the fiscal year 1952-53, was 
not very much larger in the twelve months to last May 
than in the previous twelve months ; and, indeed, the 
excess was approximately offset by a diminution in the 
strain upon the Exchequer for met repayments of tax 
reserve certificates and an increase in the finance it 
secured via the Bank of England against the expansion 
of the note circulation. . 

The whole explanation of the striking change in the 
Government’s financial: needs has, therefore, to be 
sought in the strain put upon it from external sources 
through the dramatic transformation in Britain’s 
external balance of payments—in the fact that, whereas 
in 1951-52 the Treasury was in effect borrowing from 
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overseas the .sterling coun tt of Britain's large 
external deficit, in the pastyear it has had to {urnish 
banks and persons overseas- with the Sterling counter- 
part of Britain’s considerable external surplus. The 
strain resulting from this big change does indeed appear 
to have been fully sufficient to explain the Treasury’s 
swing from repayer of debt to the banks to heavy 
borrower from them. The banking swing, as estimated 
above, was perhaps of the order of £520 million ; while 
the swing in the current external balance of payments, 
from deficit to surplus, may have been in the rezion of 
£600 million, or even more. 

These calculations, made by the method of compar- 
ing differences between the two years, thus yield 4 
logically satisfying result ; but it should be noted that 
similar calculations made by direct reckoning of the 
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Tassie I 
CHANGES IN BANK Deposits AND ASSETS 
(£ Million) 





Net deposits ........... 


} 
| i i 
| +638 | +255 | 4+ 47| — 40) +199 168 
Advances..........000. | +243 | +234 | 4102 | +211 | 4155+) + 98  —19 
lavestments...........+ | +208) rT oe + 1) + 53 + 191 
| | is oe 





two years separately do not explain how the whole 
requirements of the Treasury were financed in either 
year. For both years there is a considerable unexplained 
margin, representing, apart from errors and omissions, 
finance obtained from domestic sources other than the 
clearing banks. One of the principal omissions that 
cannot readily be made good by any dependable 
estimates is the effect of trends in overseas speculation 
in sterling. Purely financial transactions arising from 
the desire of foreigners to “go short” of sterling, of 
the converse movement when short positions are 
covered, do not directly impinge upon Britain's 
domestic finances, because in most instances—so far 
from representing a real “outflow” or “ inflow” of 
money—they merely involve transfers of sterling to of 
from overseas monetary authorities from or to the 
nationals of the countries they represent. But the change 
of ownership of these sterling funds may increase oF 
diminish the proportion of overseas funds that is placed, 
directly or indirectly, at the disposal of the Treasury. 
Any attempt to estimate, from an analysis on the 
above lines, what the tactics of the British au‘horities 
have been in the gilt-edged market, has to make some 
precarious guesses of influences such as these. For what 
it is worth, the impression conveyed by the figures cited 
is that both in 1952-53 the Treasury and the “ depart: 
ments ” have been substantial net sellers of government 
securities. This basis of estimation does not, of course, 
draw any distinction between securities sold by overt 
public issue (much of which are in any case usually 
subscribed by the “ departments ” in the first instance) 
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There are so many occasions when one realises how difficult | 
to be well-informed on all-the financial problems which | 


it is whi 
arise in these complicated days. That is why our organisation | 
includes a number of departments 


which are each expert in one 
or other of these matters— 
depa: iments which deal with 

















Foreign Exchange, . 
which understand Q 
the complexities of i 
Wills and Trusts, which - 
will not get lost in the 4 
labvrinths of Income 
Tax and so on. Customers 
may, in consequence, 
bring to us any matter of 
this kind, in the confident 
expectation that they 
will receive efficient - 


attention and 





sound advice. 


Finance and 
Eastern Trade 








“Mercantile” service extends not only 


throughout India but also to every important 






trading centre in the East. 






For sixty years the “Mercantile” has closely 






studied financial conditions in all Eastern 






markets. Its accumulated knowledge 





is at the disposal of British business houses 






interested in developing Eastern trade. 
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OF INDIA LIMITED 


Head ( thee: 






15, Gracechurch Street, London, E.C. 3. 
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HEAD OFFICE : 
Founders Court, Lothbury, E.C.2 
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BANK OF SCOTLAND 


THE MOUND 
EDINBURGH 
THE RIGHT HON. LoRD puenanend: K.T. 


WILLIAM WATSON, €.A. 
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EVERY DESCRIPTION OF 
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BUSINESS TRANSACTED 


Sbeeeeeecertenesess Seeeeceereeseer 
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and Financial Service 





\ 


S 














“WEST END OFFICE : 
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ROYAL BANK 
OF SCOTLAND |Pé 


incorporated by Royal Charter, 1727 


HEAD OFFICE i 
ST. ANDREW SQUARE, EDINBURGH BD 
> 
Branches throughout Scotland 
and in London | $ 
Correspondents throughout the World 5 y2 
; 3 >>| 
During the two hundred years of its 
history, the Bank has maintained a =e 
tradition of the personal touch, and A 
isto-day exceptionally wellequipped Pr 
to provide its customers with a > 
Banking service which is adaptable, ea. 
individual and complete. xc 
ASSOCIATED BANKS: yi 
GLYN, MILLS & CO. x 
WILLIAMS DEACON’S iC 
BANK LTD. 
y 


i) Is 


LONDON OFFICES: 
Monon 


3 Bishopsgate, E.C.2 
8 West Smithfield, E.C.I 
49 Charing Cross, S.W.I 
Burlington Gardens, W.1 
64 New Bond Street, W.! 





ALEXANDERS DISCOUNT 
COMPANY LIMITED 


24, LOMBARD STREET, LONDON, E.C.3 


CAPITAL PAID UP- ~- £1,400,000 
RESERVES- - <= = £2,300,000 


DIRECTORS : 


SIR ERIC GORE BROWNE, D.S.O., O.B.E., T.D., 
Chairman. 

ROBERT ALEXANDER 

THE RT. HON. LORD BALFOUR OF BURLEIGH, D.L. 
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MARK DINELEY 

JOHN PATRICK RIVERSDALE GLYN 

ALAN RUSSELL 


MANAGER : 
ANTONY MACNAGHTEN 
DEPUTY MANAGER : CHARLES C. DAWKINS 
ASSISTANT MANAGERS : A. j. McLENNAN, M. L. CREGEEN 
SECRETARY: F. W. HATCHER 


BANK AND FIRST-CLASS TRADE BILLS 
DISCOUNTED 


MONEY RECEIVED ON DEPOSIT 
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For carefree travel 
at home or abroad 


WORLD LETTERS OF CREDIT 
TRAVELLERS CHEQUES * FOREIGN MONEY 
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and the net sales (or net purchases) of the government 
broker in market operations. But the analysis suggests 
that the total net sales in the past year have appreciably 
exceeded the amount of net cash nominally secured 
from public issues. This net cash comprised. {64 
million from the operations of last October (after allow- 
ing for the unconverted residuals that were due to be 
repaid last December and March) and £100 million 
fram the stock issued last March. The similar issue 
made this week does not, of course, figure in this 
analysis. 

It appears, therefore, that the monetary authorities 
have made some effort to follow the orthodox principle 
of trying to curtail their demands upon the banking 
system by borrowing instead from the public, and this 
efort has probably been particularly successful in 
recent months. Policy may have been rather more 
orthodox, therefore, than might be judged from the 
short-dated nature of the public issues as such. It has 
not, however, been vigorous enough either to prevent 
the unexpectedly large expansion of bank deposits or 
to avoid a rise in the banks’ ratio of liquid assets. Last 
autumn the excessive liquidity ratio had once again to 
be cut back by the surgery of a special funding opera- 
tion, in which the banks were expected to participate— 
necessarily by running down their bill holdings—to the 
extent required to reduce their liquidity ratios to more 
reasonable levels. There is little doubt, however, that 
the easy policy pursued by the authorities last summer, 
combined with the indications that the autumn opera- 
tion was not intended to reduce the banking system to 
a position of real stringency, played a contributory part 
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Taste II 
CHANGES IN Assets StrucTuRE, 1951—53* 
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| Nov., 195] May, 1952 | May, 1953 
f fm % | {mn % 

Net deposits.....sceseeees 5,973-3 5,696-6 5,864-9 
Liquid — 
Coll... « «ny soanamaeeen 517-2 8-4 490-6 8-3 498-3 8-2 
Col money. csccashute 562-3. 9-1 517-7 8-8 463-7 17-6 
OMe... .. (caseeeeee 901-1 14-6 935-8 15-8 | 1,079-8 17-8 
Total liquid assets ........ | 1,980-6 32-1 | 1,944-1 32-9 2,041-8 33-6 
- Inflexible * assets 
Treasury deposit receipts. 107-5 1-7 San tie san sie 
Investments ............ | 2,032-7 32-9 | 1,932-3 32-7 | 2,123-1 34-9 
RAVEN... 5 vvkcenctus | 1,925-2 31-1 1,890-6 32-0 1,772-1 29-1 
Total “ Inflexible ” assets. . | 4,065-4 65-7 | 3,822-9 64-8 | 3,895-2 64-0 
‘<_—_—_cenenseareeasecessescsesencseecutSpT esses enemies nceeenaaatcaemaasaty 


* Percentages of assets are related to gross deposits. 
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in promoting the more liberal tendencies that have 
since been observable in the banks’ attitude towards 
advances, 

The downswing in advances reached its limit in the 
first half of the period uhder review: the low point 
was reached last November, at £1,744 million, more 
than £200 million below the peak reached in the 
Previous April. But since then the total has risen by 
£28 million, despite the repayment of probably more 
than £ 50 million out of the first proceeds of the £125 
Million issue of the British Electricity Authority ; in 
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the similar period a year earlier there was a decline of 
£35 million (and BEA repayments then, out of the 
previous issue, were only slightly larger than this 
year’s). At the same time there has been a re-expansion 
of bank portfolios of commercial bills, which likewise 
touched their lowest point last November, at {£57 
million ; they are now {£9 million above that level, 
whereas. in the comparable period last year they 
declined by £50 million. The fact that the deteriora- 
tion in the trend of bank deposits in these past six 
months has been even more marked than in the 
previous six months cannot, therefore, be laid at the 
door of governmental finance as such; the public 
sector’s repayments to the banks have, it is true, been 
appreciably smaller than they were a year previously, 
but the deterioration in the position of the private sector 
has been much more marked. It should not, however, 
be attributed wholly—or even mainly—to relaxation of 
lending standards. It is mainly a reflection of the fact 
that commercial borrowers, having run down their 
stocks and work-in-progress, have lately faced the need 
for some replenishment, made in some instances at 
appreciably higher prices. 


* 


The year’s credit trends are, therefore, readily expli- 
cable in terms of statistical analysis. But such explana- 
tions do not similarly explain how it has happened that 
a credit trend that most bankers would regard as the 
reverse of disinflationary has none the less coincided 
with a phase of undoubted disinflation in the national 
economy, and has not, apparently, had any untoward 
results. The explanation of this has to be sought in the 
non-monetary sources of disinflation, and in the 
momentum of the disinflationary impulse imparted to 
the private sector in the early phase of the credit 
squeeze (and also maintained at considerable strength 
in some branches, such as personal advances, ever 
since). The non-monetary influences were, of course, 
the recession of certain types of consumer buying that 
began even before the new monetary policy was 
launched, and the steep curtailment of sterling area 
demand for British exports. If these influences had not 
produced a climate of uncertainty that was reducing 
willingness to spend, the government's deficit-financing 
through the banking system last year, as well as the 
consequential easing of liquidity ratios, would certainly 
have generated a renewal of the inflationary impulse. 
Had that happened, the fact that the government was 
having to put up a large amount of sterling for the 
finance of the external deficit would not have been a 
sufficient excuse for its heavy reliance upon bank credit. 
And, had it sought to moderate such borrowings in - 
circumstances of rising inflationary demand, the 
pressure upon interest rates and the degree of the credit 
squeeze might have been severe. The new monetary 
policy has most of the time had the great advantage of 
pulling with the tide. Only if and when it has to work 
against the tide for some time will the techniques and 
courag: of the authorities be put to the full test. 
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Preparing for 


HE “ plan” for convertibility tabled at the Com- 
monwealth conference of last December has now 
become little more than an assembly of good intentions 
to move towards freer payments and trade when and if 
circumstances permit. But the good intentions have 
been spread widely across Europe and are not confined 
to the sterling area alone. Without entering into 
analysis of the implications—and complications—in- 
volved in these shifts in policy, this seems to be 
an opportune moment at which to summarise the tech- 
nical steps of special interest to international bankers 
that have taken place in recent months, and to discuss 
some of those that may be in prospect. 

In the field of payments—as distinct from trade— 
the most important of these technical moves in recent 
weeks has been the freeing of the exchange markets in 
eight European currencies for arbitrage between the 
centres concerned. Whilst the mechanism of the Euro- 
pean Payments Union itself had provided for the opera- 
tion of multilateral payments within Europe at the level 
of the central banks (so that the French franc has been 
just as “ hard” a currency to the Bank of England as 
the Belgian franc), the opening of arbitrage facilities has 
meant that the principle of multilateral payments has 
been extended to the authorised banks in the eight 
countries for which the scheme operates. So far the 
experiment has proved eminently successful. It has 
not, admittedly, led to a substantial expansion of foreign 
exchange business, although London bankers have been 
able to attract a certain amount of three-cornered busi- 
ness that in the previous postwar years had been the 
virtual monopoly of Swiss banks. But the return of 
arbitrage is beginning to recreate a technique of dealing 
and a habit of intra-European banking collaboration that 
had fallen into desuetude in the preceding years. These 
techniques will be put to greater use when the structure 
of exchange controls of the countries concerned can be 
further dismantled, and also when the arbitrage facili- 
ties are extended to forward markets instead of being 
restricted to spot transactions as at present—which 
seems likely to be the next step. 

Meanwhile, within the Managing Board of EPU and 
the appropriate committees of OEEC, a considerable 
amount of preparatory work is being done on the 
problem of translating EPU itself into wider multi- 
lateral terms. That work is at present handicapped 
by the fact that the Union includes some very weak 
members, especially France, and only a few fairly strong 
ones ; but this obstacle is giving greater incentive to 
a detailed study of the possibility of operating the Union 
in a setting of more freely fluctuating rates of exchange. 
This particular issue goes far beyond the bounds of 
technique and involves questions of high policy— 
not least that of the degree of tolerance of exchange 
fluctuations allowed under the Articles of the Inter- 
national Monctary Fund. It is probable, nevertheless, 
that a greater freedom for movement is under con- 
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Convertibility 

sideration, not only in Paris, but in Washington. The 
wider problem of relations between EPU arid the Fund 
is also receiving some attention ; and some considera. 
tion is being given to the help that the IMF could give 
to EPU, by way of standby credits and other facilities, 
in the event of any future joint move by a substarttial 


group of West European currencies to convertibility 
with the dollar. 


* 


Significant technical strides towards convertibility 
are also taking place in the realm of commodity dealing, 
In Britain, an increasing number of commodities have 
been freed from state trading and restored to private 
markets in the past few months, and in many cases 
freedom has been provided for arbitrage in such com- 
modities between dollar and non-dollar countries. The 
dealings that have been freed can be divided into 
two main groups. The first comprises those com- 
modities in which re-exports have been freed as well as 
imports. These are the commodities in which genuine 
arbitrage is possible. They include tin, lead, zinc, 
rubber, tea and cocoa ; there are also opportunities for 
re-exporting dollar coffee to EPU countries, though 
there is no complete freedom to import dollar coffee for 
domestic consumption. It is intended that copper 
should be included in this group of commodities eligible 
for free arbitrage, when private dealings in it begin next 
August. To the extent that arbitrage dealings do in 
fact take place in these commodities, the sterling that 
enters into the operations is wholly convertible, even 
though the privilege of such convertibility applies only 
to transactions that are put through members of the 
appropriate and recognised markets. 

In a second group of commodities, Britain has freed 
imports, but has retained control of re-exports. 
Timber, pulp and paper are typical examples of the 
commodities in which British exporters are now entitled 


~ to secure their requirements in the cheapest markets 


even though those requirements have to be paid for in 
hard and not in soft currencies ; cotton also belongs to 
this group, for although licences are required for the 
import of dollar cotton (but not of non-dollar cotton), 
the licences do not seem stern enough to hold many 
such purchasers back. Sugar is a special case, partly 
because of the Commonwealth Sugar Agreement ; but 
the recent decision to make a bulk purchase of dollar 
Cuban sugar and the announced intention to deration 
the commodity and to open the way for freer imports 
suggest that it is now moving towards, if not right 1nt0, 
this category. Most important of all, when dealings !0 
grain are freed later in the year they will probably be 
treated similarly—British importers will be able ' 
secure their requirements in the cheapest markets, but 
for some time at least they will be unable to re-export 
dollar grain to non-dollar countries. 
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SAITHFUL service to the needs of agriculture, 
i commerce, industry and the people of Britain is the 
oliective of the Bank, in which all the advantages of 
viimate local knowledge of people and affairs are used 
ihe benefit of customers and prospective customers. 


cecal Boards of Difectors in important centres in 

vciation with resident District General Managers have, 
‘ many years, contributed much to the successful 
chievement of this objective in providing a distinctive 
anking serviee for everybody. 

quiries will be welcomed and will meet with immediate 
nd courteous attention at the local District Office or 
nr ugh any branch. 


SSAMARTINS BANK 


Limited 
HEAD OFFICE: 4, WATER ST., LIVERPOOL, 2 


\N DISTRICT OFFICE: 68, Lombard Street, E.C.3. 
Us DISTRICT OFPPICE: 28-30, Park How, Leeds, 1. 
QOL DISTRICT OFFICE: 4, Water Street, Livérpool, 2. 
ESTER DISTRICT OFFICE: 43, Spring Gardens, Manchester, 2. 
\D DISTRICT OFFICE : 98, Colmere Row, Birmingham, 3. 
EASTERN DISTRICT OFFICE; 22, Grey Street, Newcastle 
upen Tyne, 1. 


Total Assets as at 31st December, 1952, £361,095,426, 














Eastern tastes and fashions 


are influenced by the West is not easily appreciated 

irom afar. British businessmen, however, have in the 

National Bank of India a direct link with the life 

and commerce of India, Pakistan, Ceylon and else- 

where. Through the Head Office or any other branch 

of the Bank they can obtain first-hand information 
on all aspeets. of the Eastern scene. 


NATIONAL BANK OF INDIA LIMITED 


s Branches in: 
“PIA, PAKISTAN, CEYLON, BURMA, KENYA, TANGANYIKA, ZANZIBAR, 
UGANDA, ADEN-AND SOMALILAND. PROTECTORATE: ; 


Bankers to the Government in: 

ADEN, KENYA COLONY, UGANDA AND ZANZIBAR. ~ 
Head Office: 

26, BISHOPSGATE, LONDON, B.C.2, 


ESTABLISHED 1810 


Over three hundred Branches and 
Sub-offices in Scotland and three 
Offices in London 


CHIEF OFFICE: 60-62 LOMBARD STREET, E£.C.3. 
KINGSWAY BRANCH, IMPERIAL HOUSE, W.C.2. 
WEST END BRANCH: VIGO HOUSE, 15 REGENT STREET, W.1. 


THE COMMERCIAL BANK 
OF SCOTLAND LIMITED 


HEAD OFFICE: 14 GEORGE STREET, EDINBURGH 


joint General Managers : 
SIR JOHN MAXWELL ERSKINE, C.B.E.. D.L. 
1AN WILSON MACDONALD. 








FRUITFUL ENQUIRY 


One of our clients received from Spain a Peseta quotation 
for citrus fruit. Knowing that multiple rates for sterling 
were involved, he at once telephoned us to ask exactly 
what this quotation represented in British currency. 
Within a matter of minutes we rang him back with the 
answer. Part of the exchange earned from this export was 
negotiable at the special rate of about 61 Pesetas to the £ 
and the balance at the free rate of about 110, making a 
composite rate that could easily be calculated. 

It is unlikely that our client could have obtained this 
information so quickly from any other source. 


The advantages of being here and there 


As the only British Bank with branches in Spain and 
Portugal as well as throughout Latin America, we can 
offer you special seryices—either direct or through your 
own bank. These services are set out clearly and concisely 
in our leaflet “The advantages of being here and there.” 
We shall be glad to send you a copy on application to:— 


The Research Department (secTion 34) 
BANK OF LONDON & SOUTH AMERICA LIMITED 


HEAD OFFICE: 6,7 AND 8 TOKENHOUSE YARD, LONDON, E.C.2 


BRADFORD: 19 SUNBRIDGE ROAD MANCHESTER : 36 CHARLOTTE STREET 
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THE NATIONAL BANK 
OF SCOTLAND LIMITED 


Established 1825 
Capital—Subscribed = - - £5,400,000 


1,500,000 
2,400,000 


MERCHANT VENTURERS OF. THE FIRST 





Paid up - - 


Founder of the Royal Reserve Fund - ~ - 


Exchange, Sir Thomas Gresham Total Assets 
(Ist November, 1952) - = 121,000,000 


was a pioneer of the first great 
Elizabethan age in sound and 


| enterprising finance. Head Office : EDINBURGH 


National Provincial Bank is 
General Manager: J. ALLAN BROWN 


proud to uphold and maintain 
London Offices : 


City Office : 
37, Nicholas Lane, Lombard Street, E.C.4. 
West End Office : 


NATIONAL PROVINCIAL 18/20, Regent Street, Piccadilly Circus, $.W.!. 
BANK LIMITED BRANCHES THROUGHOUT SCOTLAND 
| 


this tradition. 




















THE 
: ; ENGLISH, SCOTTISH & 
x AUSTRALIAN BANK 
SJ 
HALIFAX nar, 
THE WORLDS LARGEST 
BUILDING é 

Subscribed Capital Si ia sn $5,000,000 
SOC | BLY Paid-up Capital ... oe ove ...  £3,000,000 
,000 

ASSETS EXCEED .. £494,000,000 Further Liability of Proprietors oo. £2,000 
LIQUID FUNDS ..  £37,000,000 Reserve Fund ay’. ah pas wee — £2,000,000 
RESERVES, £10,000,000 Through more than 400 Branches in Australia and a net- 
work of Agents and Correspondents in all overseas countries, 
this Bank is enabled to handle all classes of Banking Business, 

exchange transactions, trade enquiries, &c. 
* 
Address enquiries to Head Office: 

Over thirty-six and a half million 5, Gracechurch . Street, London, E.C4. 
pounds advanced during 1952 J. A. CLEZY, General Manager in Londoo. 


h . ; 
mainly for house purchase West End Branch : 8-12, Brook Street, W.!. 


HEAD OFFICE HALIFAX , *.. LONDON 5! STRAND, W.C.2. Chief Oo in Aisatheilias S Melbourne. 
ffice . Collins treet, 
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The technique that is being increasingly used by the 
British authorities in dealing with commodities bough« 
for domestic consumption is that of the “global ” 
Chis is a quota for total imports, based on the 


ota 
Se bought in an earlier year, and the potential 
suppliers have to compete for a share of it. In timber, 
pulp and paper, for example, these quotas are actively 
competed for by suppliers in both soft and hard cur- 
rency countries. As a result, Swedish timber and paper 
suppliers have had to come down to the prices quoted 
by their dollar competitors. | By the use of a global 
quota and by abandoning discrimination against 
hard currency imports, differential prices have been 
abolished, to the considerable benefit of Britain’s terms 
of trade. These developments in commodity dealings 


can be regarded as a real contribution to the cause 
of convertibility—the first group because they repre- 
sent a form of genuine though localised convertibility, 
the second because they banish the differential price 
that are the main symptoms of the co-existence 
of convertible and inconvertible currency groups. The 
price mechanism is being allowed to work. That is the 
best and most testing preparation for convertibility. 
Another essential preparation for convertibility is the 
reinforcement of the gold and dollar reserves outside 
the dollar area. The progress that has been made on 
over the past year has been strictly limited. 
that the United Kingdom has increased its 


systems 


‘7 (\r > 
US SUULC 


ind dollar reserve by $636 million in the eight 
months to the end of May, 1953 ; but no less than $340 
million of this was gold clawed back from EPU. Never- 
theless, in 19§2 as a whole, Western Europe’s gold and 
dolla 


erves rose from $9,880 million to $10,320 


The Demand 


are many snares. and delusions in talking 
, and still more in trying to measure, the 
. for bank advances. One of the difficulties 
is that the analyst has only very dubious figures 
to work with, another is that the demand for 
advances is by no means independent of the price 
of advances (that is, of the rate of interest), and 
yet another is that any analysis in this very tricky 
field is liable to be misunderstood. But provided one 
guards against these dangers—both by emphasis at 
the very outset and by a running commentary as the 
analysis unfolds—it seems worth While to make the 
attempt. The main objects of the exercise are to see 
how closely the movement in bank advances can be 
correlated with the movement in the estimated value 
‘ stocks and work-in-progress in the country ; and to 
i some idea of the effect of changes in such basic 
's as wholesale prices and industrial production 

‘upon the queue of would-be borrowers at the banks. 
“seem to last year’s national income blue book 
ln fc and eee the 
(rai government trading or strategic stocks) was 
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- sharply to 26.8 per cent. 
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million. The movement is in the right direction, but 
it has a desperately long way to go before any serious 
consideration can be given to a genuine measure of 
convertibility. As the IMF pointed out this week in a 
report prepared for the Economic and Social Council 
of the United Nations, gold and dollar reserves held 
outside the United States at the close of 1951 were 
equal to only 39 per cent of the annual imports of the 
countries concerned—compared with a ratio of 69 per 
cent in 1938. The inadequacy of these reserves is 
heightened by the fact that as the report says “ world 
trade must be considered more volatile now than before 
the war mainly because the United States has increased 
the ratio of its imports to total world imports from 
IO per cent in 1938 to 15 per cent in 1951.” 

It seems obvious from these figures that it would 
take the countries of the non-dollar world many years 
of stringent internal policies and of discriminatory 
import restrictions before they could build up their 
reserves to a level from which a real plunge into con- 
vertibility would have sober chances of success: Perhaps 
the only step that would make genuine convertibility 
possible in the lifetime of most of those now busying 
themselves. with the “ plan” would be a once-for-all 
revaluation of existing reserves by an increase in the 
dollar price of gold. Among the many measures now 
being urged on the American Government—lower 
tariffs, simpler customs procedure and the rest—this 
question of the gold price may increasingly be seen as 
the most important. But meanwhile, although technical 
measures for some degree of freer payments and trade 
are going forward, the immediate outlook for this all- 

important issue does not seem bright. 


for Advances 


£6,900 million at the end of 1951. By jobbing back- 
wards and forwards from this figure and applying to it 
the estimates of stock changes shown in the latest 
national income white paper (Cmd. 8803), rough 
estimates can be made of the equivalent figures for 
stockholdings at the’ end of each year from 1947 to 
1952. These estimates are shown in the first line of 
Table I. The second line of that table shows the total 
of bank advances in Great Britain in November of 
each year ; these figures are drawn from the quarterly 
classifications of advances published by all members of 
the British Bankers’ Association. 

It will be seen that between 1947 and 1951 the ratio 
between bank advances and the value of stocks and 
work-in-progress outstanding remained remarkably 
stable, at between 28.5 and 29.9 per cent ; then, in 
1952, as the monetary squeeze developed, it fell fairly 
It would be interesting to 
know how these ratios compare with the pre-war posi- 
tion ; if the ratio now is significantly larger than it was 
before the war, that might seem to give some support 
to the often heard (but, by the banks, often denied) 
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allegation that part of British banks’ loans in recent years 
have gone towards financing things that would formerly 
have been regarded as requiring something more 
permanent than floating capital. 

In the absence of reliable prewar figures, all that can 
be said is that there is no evidence from Table I that 
the increase in Bank advances in the last five years 
has indeed been greater than the increase in 
industry’s working capital commitments would seem to 
have demanded. Of course this is not to say that the 
government should not have used the monetary weapon 
earlier to ensure that these working capital commit- 
ments did not soar out. of hand ; but that is another 
story. It is also worth drawing attention to the absolute 
level of the figures involved. Since some bank advances: 
(for example, in the personal, professional and financial 
groups, which accounted for some £550 million of the 
£1,815 million of advances outstanding at the end of 
1952) obviously do not finance transactions that are 
connected with stockholdings or work-in-progress, 


TABLE I—STOCKS AND BANK ADVANCES 
(f million) 





| 





| 1947 | 1948 | 1949 | 1950 | 1951 | 1952 
Stocks and work-in-progress | 
outside central govern- | 
ment sector (end year). | 4,285 | 4,779 | 5,122 | 5,699 | 6,900 | 6,763 
Jank advances in Great | 
Britain (end November). | 1,219} 1,380 | 1,533 | 1,683 | 2,016 | 1,815 
Ratio of advances to total | 
BEERS SS ows Sik shades | 28-5| 28-9) 29-9) 29-6 


29-2| 26-8 





the proportion of industry’s working capital commit- 
ments that is financed by bank advances must be con- 
siderably less than one quarter. 

What, however, of the effect of changes in working 
capital commitments on changes in advances ? In the 
first, fourth and fifth lines of Tables II the figures 
derived from Table I are shown in a different way. It 
will be seen that in four of the last five years the ratio 
between the increase in bank advances and the increase 
in stockholdings has lain between one quarter and one 
half. The exception was 1952 when, thanks partly to 
the new monetary policy, the fall in bank advances was 


actually some 47 per cent greater ‘than the total fall in ° 


working capital commitments. Moreover, in 1952, 
the clearing banks’ holdings of commercial bills fell by 
£116 million ; in other years they probably rose. 

The working capital commitments that were not 
financed by bank advances or bills had, of course, 
generally to. be met out of retained profits. The 


second line in Table II shows the excess of 
new savings in the private sector (this time, 
excluding the local authorities) over the fixed 


investment outlays in that sector ; the figures, incident- 
ally, include as part of industry’s. floating capital the 
sums that had to be held in reserve for future tax and 
dividend payments. There are considerable pitfalls in 
the way of any analysis based on this figure. There 
is, for example, a temptation to add in the sums 


THE ECONOMIST, JUNE 20, {953 


that industry raised by mew issues on the lop. 
term capital market to the total of available 
resources ; that, of course, would be wrong, for ney 
issues were mainly a way of transferring funds withig 
the private sector—from those who had liquid fung; 
to spare to those who had not. In the same way, thers 
is some element of double counting between the sum 
available to the private sector (line 2 of the ; ible) and 
the sums used for bank advances (line 4). A simple way 
of looking at this is that some of the available funds in 
the private sector were held in bank deposits and thes: 
funds were utilised by the banks in making their 
advances ; a more sophisticated way of looking at it js 
that some of the spending made possible by bank 
advances swelled the incomes (and thus the available 
funds) of suppliers in the private sector. But there js 
no need here for nice verbal distinctions about which 
chicken came before which egg. In any case, in three 
of the five years in the table, some of ' th 
increases in bank advances were “paid for” ty 
some repayment of central government debt to the 





TABLE IT—CHANGES IN STOCKS AND BANK ADVANCES 
(£ million) 

















i j i 
| 1948 | 1949 | 1950 | 1951 | 1952 
Changes in stocks and work- | } 
in-progress outside central 
government sector....... +494 | +343) +577 |+1201/ -137 
Private sector’s excess of 
total receipts over con- 
sumption and fixed invest- | | 
ment outlays ........... +221 | +140 | +486 | +830 | +470 
Apparent need for working’ i 
cagltal i... 0i0autve +273 | +203 | + 91) +371 | -333 
Changes in bank advances*.. | +161 | +153 | +150 | +333 | —201 
Ratio of change in advances | 
to change in. stocks,.,... | 82-6) 44-6) 26-0) 27-7) 146! 


i | i 





* Year to November. 


banks ; the banks in those years became a mechanism 
for passing on the surplus savings in the centri 
government sector to the finance-hungry privat: 
sector, and in other years (when there were no surplus 
savings to spare) there was some inflationary creation of 
finance. 

It will be seen from the third line of Table II that 
there is a reasonably close correlation between the funds 
that the private sector needed to borrow and the 
increase in bank advances, Thus, in 1948 the private 
sector was in apparent need of £273 million of ocw 
funds and it got £161 million in bank advances; 9 
1949 it was in apparent need of £203 million and g% 
£150 million, and so on. The correlation between thes 
separate sets of figures cannot be complete ; to make | 
so, it would have to be possible to strike out of the tabl 
the elements of double-counting described in th 
previous paragraph, to make allowances {or bank 
advances that do not finance  stockholdings, ™ 
make allowances for the government and foreign 
funds that became available for finance of th 
private sector through media other than the banking 
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HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hong Kong) 


The { Members is limited to the extent and in manner prescribed in Chapter 70 of 
e the Lawe of Hong Kong. 
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Reserve Funds Sterling 
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Head Office: HONG KONG 


CHAIRMAN: HON. C. BLAKER. 
CHIEF MANAGER: MICHAEL W. TURNER. 
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Fico NTH. BORNEO 
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Ipoh Tawau San Francisco 


BANKING BUSINESS oF EVERY KIND TRANSACTED 
mprehensive service as Trustees and Executors is also undertaken by 
the Bank’s Trustee Companies in 
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The oldest inhabitant 


Somehow, he seems always to 
have been part of the village. 
None can remember it without 
recalling him, for his wise advice 
and local knowledge have helped 
both young and old. 


For many businessmen, it is 
equally hard to think of Australia 
and New Zealand without recall- 
ing the Bank of New South Wales. 
For, as the oldest public company 
in the South-West Pacific, its experience and knowledge 
of local conditions are unrivalled. And as the largest 
commercial bank there, with over 850 branches and 
agencies, it can give every assistance to its customers, 


For your ventures.in Australia and New Zealand, 
consult and use — 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 HEAD OFFICE: SYDNEY, AUSTRALIA. 


HA'N LONDON OFFICE—29, Threadneedle St., E.C.2 
D. J. M. Frazer, Manager 
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GLYN, MILLS & CO. 


ESTABLISHED 1763 
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CLEARING HOUSE 
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incorporating 
CHILD & CO., 


HOLT & CO., 
Established before 1600. 


Established 1809. 
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personal attention to the individual 
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HEAD OFFICE: 
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34 MOORGATE, LONDON, E.C.2 
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New Endeavours 


In_ this, the second half of the 
twentieth century, Canadian 
economy is set fair for rapid and 
widespread expansion. The Bank 
of Montreal with its coasf-to-coast 
network of branches is ideally 
placed to give reliable assessments 
of opportunities in business, trade 
and commerce, 
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Head Office: MONTREAL 


Over 580 Branches throughout Canada 
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THE BRITISH LINEN BANK 


INCORPORATED BY ROYAL CHARTER 17 46. 
LONDON OFFICES: 


City Office: 
38, THREADNEEDLE STREET, F.. 2 


West End Branch: 
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OVERSEAS BUSINESS 


Special Departments at the Bank’: 
London City Office, at the Principal 
Glasgow Office, and at the Head 
Office are fully equipped to. handle 
every description of Overseas Bank- 
ing Business, Enquiries are invited. 








Principal GLASGOW Office: 
110, QUEEN STREET, C.1. 


BRANCHES THROUGHOUT SCOTLAND. 
HEAD OFFICE: 








38, ST. ANDREW SQUARE, EDINBURGH, 2. 





AFFILIATED TO BARCLAYS BANK LIMITED 
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data on all aspects of commerce and industry, 
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projected interests in the Dominion. 


You are invited to contact the London Office 
or the Head Office. 
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NEW ZEALAND 


(/ncor porated with limited hability in New Zealand 


London Office : 
1 Queen Victoria Street, 
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Head Office : 
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system, and then to take account of the .sums 
raised by the private sector’s sales to other sectors of 
stock exchange securities and so forth. But as we 
cannot undertake this arithmetic with the figures avail- 
able, Table II will have to do. Its interest lies, not so 
much in the obvious and expected fact that there is a 
statistical connection between the movement in bank 
advances on the one hand and the movement of stock- 
holdings and of the private sector’s excess of savings 
over fixed investment outlays on the other, as in the 
light that it throws on the quantitative importance of 
the different factors involved. 

The most important factor is the huge swing in work- 
ing capital requirements that can be caused by a rela- 
tively small increase in prices. With stocks at their 
present level, a 2 per Cent mcrease in prices can lead 
eventually to a demand for some £135 million of work- 
ing capital, of which between one quarter and one third 
might “ normally” be provided by the banks. In fact, 
however, the rise in wholesale prices was no less than 
61 per cent between the end of 1947 and the end of 
1951; as Table II shows, wholesale prices rose by 
about 8 or 9 per cent in 1948 and 1949, but by consid- 


rABLE I1I—INCREASE IN WHOLESALE PRICES 





; 


i ' } j 
| 1948 | 1949 | 1950 | 1951 | 1952 


ent increase in index of | 
wholesale prices during 
YOUT ... 0c bee pee eeee + 8i + 9] + 21; 4+ 12);- 1 
ntial increase in need for 
stock finance ({ mn.j@... | +340 | +430 |+1075.| +740 | — 69 
Actual stock appreciation | 
(¢ mn,)*.....seepaee een | +300 | +250 | +700 | +900] Nil 
luding appreciation in central government’s stocks. 


erably more in 19§0 and 1951. Then, in 1952, whole- 
sale prices showed their first fall for many years. 
The second line of Table III shows the effect that 
these price changes should have tended to exert on 
working capital commitments when they had worked 
themselves through—that is to say, when all the stocks 
that had been bought at old prices had to be replaced at 
new ones. The third line of the table shows the estimates 
of stock appreciation in each year that are set down in 
the latest national income white paper. 

_ There are, of course, important differences— 
mcluding a difference of time lag—between the 
‘stimates shown in the second line of Table III 
and the estimates in the national income white 
Paper (shown in the third line of the table). The 
national income figures for stock appreciation show 
changes (between the beginning and end of the 
yeat) not of current wholesale prices but of the 
Ptices at which stocks are valued for balance sheet 
Purposes. But, since all stocks are not being replaced 
all the time, there is also an important time lag between 
the published movements in wholesale price indices 
and the movement in demand for bank advances ; with 
ene eye on the wholesale price index and the other on 
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the effects of this time lag, it is possible to go some 
way towards forecasting the trend in demand for 
advances. As an indication of current trends, it should 
be remarked here that the Board of Trade’s index of 
wholesale prices has risen by just under one-half per 
cent in the first five months of 1953. 

The second major factor that has an effect on. the 
demand for stock finance is the physical-increase or 
decrease in stock volumes.. The biggest movements 
in the physical volume of stocks in the past five years 
were the increases of 74 and 3} per cént in 1951 
and 1948, and the fall of 4 per cent in 1950; in both 
1949 and 1952 there was very-little movement in the 
volume of stocks at all. At first sight it might be 
expected that changes in the volume of stocks and work- 
in-progress would accord closely with changes “in the 
current index of industrial production. In fact, how- 
ever, there is no real evidence of such correlation 
(except in 19§2); the effect of changed expectations 
about prices on industrialists’ purchasing policy has 
seen to that. Moreover, the net increase of approxi- 
mately 7 per cent in the volume of stocks and work-in- 
progress between the end of 1947 and the end of 1952 
is significantly less than the concurrent increase in the 
index of industrial production, although it does seem 
to correlate fairly closely with the concurrent increase 
in the real value of gross domestic product. Because 
of the maldistribution of stocks during the period of 
Daltonian (and even of neutral) monetary policy, it is 
therefore difficult to regard these earlier figures as con- 
clusive evidence that the absolute level of stocks in 
Britain today is too low. But there seems little reason to 
suppose that it is still too high. For the immediate 
future, therefore, it should probably be expected that if - 
industrial production rises (as the Treasury hopes and 
expects it will do) then demand for stock finance is 
likely to increase broadly in line with it. 

This analysis has taken no account of the seasonal 
pattern in demand for bank advances ; nor of the distor- 
tions caused by the habit of certain nationalised and 
other industries of running up their indebtedness to the 
banks and then repaying it at one fell swoop out of the 
proceeds of a periodical new issue ; nor of the effects 
(very marked at the moment) of such things as the 
return of commodity markets from governmental to 
private hands. But these are ephemeral influences. The 
main object of the article has been to draw attention to 
the huge volume of stocks and work-in-progress in the 
British economy at present day prices and in conditions 
of full employment ; and (given that) of the effect that 
can be wrought on the demand for bank advances by 
changes in wholesale prices that are by no means 
abnormal by either prewar or postwar-standards. The 
level of wholesale prices is, of course, considerably 
affected by the nature of monetary policy and of the 
banks’ lending opportunities ; there are, therefore, some 
elements of a vicious circle in analysis here. But the 
sort of arithmetic that has been set down in this article 
seems to deserve closer analysis by British bankers 
nevertheless. 




















Monetary Policy in the Dominions 


HE violent fluctuations in the balance of payments 
of all the sterling area dominions during the past 
eighteen months have posed problems of domestic 
monetary policy for each of them. On the one hand, 
monetary. policy had clearly to play its part in reducing 
domestic demand, and thereby their imports. On the 
other hand, the large deficits incurred by several of 
them, especially in the first half of 1952—-when export 
proceeds had fallen sharply from their post-Korea peak, 
but when imports were still running at high levels— 
so depleted their international reserves as to impose a 
considerable strain upon the liquidity of their bank- 
ing systems. This depletion of reserves represented, 
of course, the “ natural ” means of curtailing the exces- 
sive level of domestic demand. But in certain cases, 
despite the need for this curtailment, steps were taken to 
cushion the impact upon the banks’ lending policies 
of the drastic fall in their liquidity. 

This strain upon the liquidity of the banking system 
was especially marked in Australia. The drain there 
reached its peak in August, 1952, by which time the 
deposits of the trading banks had fallen by no less than 
£A183 million in the space of eight months, whereas 
advances had risen simultaneously by £A66 million, 
thereby raising their ratio to deposits from 50 per cent 
to 65 per cent. Even by December, 1952, deposits 
were still £A95 million down on the year, at £A1,147 
million. This severe deflation of credit was, of course, 
the direct result of the drain upon London funds. 
During the twelve months to June, 1952, Australia’s 
international reserves fell from {A843 million to {A362 
million. As this deflation proceeded the Commonwealth 
Bank intervened to prevent too great a fall in the banks’ 
liquidity, and released considerable sums from the trad- 
ing banks’ Special Accounts. These had reached a 
peak of £A570 million, at the equivalent of 46 per cent 
of total deposits, in June, 1951 ; but by November, 
1952, they had been reduced to the low point of {A156 
million, or 13.5 per cent of total deposits. These 
releases from the “frozen” part of the banks’ assets 
enabled them to avoid a drastic reduction in their 
advances during the period of large deficits on the 
balance of payments. At the same time the trading 
division of the Commonwealth Bank seems to have 
shaped its own advances policy so as to give a lead to 
the other banks in avoiding too swift a contraction. 

The wisdom and orthodoxy of this cushioning opera- 
tion have inevitably been called into question. It is 
only fair to note, however, that two features of the 
Australian banking legislation passed last August seem 
likely to force the Commonwealth Bank to rely more 
on orthodox monetary weapons and less on direct 
control of the trading banks in the future. One was 
the separation of the daily administration of the Com- 
monwealth trading bank from the central bank; the 
other was a limitation of the Commonwealth Bank’s 
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power of calling the trading banks’ assets inio special 
accounts. The special account balances have, in any 
event, now been reduced to a fairly low leve! —despite 
their recovery during the 1952-53 export season, , 
movement that had raised them to £A276 million by 
the end of April. This recovery was of course asso. 
ciated with the recovery in Australia’s international 
reserves ; by May, 1953, these had risen by some 
£A160 million from their low point in June, 1952. At 
the same time there has been a notable upswing in 
deposits combined with a decline in advances. Hence, 
by March, 1953, the ratio of advances to deposits had 
fallen to the more normal level of 47 per cent 
Meanwhile, the drift towards orthodoxy in Australi 
has also been discernible during the year in other aspects 
of monetary policy—notably in the abandonment of 
qualitative credit controls (except where these were 
necessary for purposes of capital issues contro!) There 
was also some increase in long-term interest raics. The 
long-term Government loans floated in November, 
1952, and in March, 19§3, were at 4} per cent—com- 
pared with the 3} per cent of basis of the loan placed in 
November, 1951 ; and there has been a corresponding 
increase in the rates offered by recent semi-govern- 
mental loans. Rates paid on savings bank deposits and 
allowances on time deposits at the commercial banks 
were raised in August, 1952, and in that month also the 
Treasury bill rate was raised from 7 to 1 per cent. The 
maximum fate charged on advances was raised from 
44 to § per cent in August, 1952—though this is m 
longer a legally enforceable maximum, but is now fixed 
voluntarily by the trading banks. The short-term money 
rates, it will be seen, are still below the levels ruling 
in the United Kingdom and in several other sterling 
countries. The revival of monetary policy in Australia 
seems to have progressed so far as the gilt-edged market 
but to have taken only tentative steps beyond 1t. 















* 


In New Zealand, as in Australia, the balance of pay- 
ments continued in heavy deficit up to the middle of 
1952. But fluctuations in the incomes of primary 
exporters—and thus in their demand for imports—wer 
less severe than in Australia, thanks to the operation of 
marketing boards and the wool retention scheme. ‘The 
total deposits at the trading banks fell from {262 million - 
at the end of 1951 to £250. million at the end of 195% 
while advances declined from £154 to £142 million 8 
stocks of imported goods fell to a more norm! level. At 
their peak in March, 1952, advances had touched £195 
million. The decline in bank liquidity became serious 
only in March, 1952, after which the banks’ cash bal- 
ances were benefiting from the recovery in the balance 
of payments. The New Zealand banks’ cash reserv’ 
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Associated Banks: 
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Private Safes for rental at this Office 
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OFFICE 
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TRAVELLERS’ CHEQUES ISSUED IN. FRENCH 


FRANCS PAYABLE AT ALL BRANCHES OF THE 
BANK IN FRANCE AND THE FRENCH FRANC AREA. 


ALL BANKING TRANSACTIONS 


BRANCHES IN EGYPT, NORTH AFRICA, SYRIA 
AND ON THE WEST AFRICAN COAST. 





SUBSIDIARIES IN 
BRAZIL, LEBANON, PERU AND PORTUGAL. 


Central Office: PARIS, Head Office: LYONS, 








Trade with 


AUSTRALIA 
and NEW ZEALAND 


Over the past 87 years The Commercial Bank of 
Australia Ltd. has gathered a completely comprehensive 
knowledge of economic and financial conditions in these 
two great Nations. 

650 Offices provide up-to-date information on the local 
outlook and offer facilities for every type of transaction 
with Australia and New Zealand. 


THE 


COMMERCIAL BANK 
OF 
AUSTRALIA LIMITED 


(incorporated in Victoria) 


‘ Founded—1866 



















Head Office: Melbourne 
London Office : 12 Old Jewry, E.C.2 
Wellington Office : 328-330 Lambton Quay 








London Manager: P. W. JACKSON 
Asst. Manager: H. E. RICKMAN. Acct. L. F. ADES 
(Telephone : MONarch 8747) 


KLEINWORT, SONS 
& CO., LTD. 


Established: 


CUBA 1792 LONDON 1830 


MERCHANT BANKERS 


“ 


20, FENCHURCH STREET, 
LONDON, E.C.3. | 
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THE NATIONAL 
BANK LIMITED 


ESTABLISHED 1835 


CAPITAL SUBSCRIBED £7,500,000 


CAPITAL PAID-UP £1,500,000 
RESERVE FUND £1,405,000 
DEPOSITS (31-12-52) £75,267,000 


A COMPLETE BANKING SERVICE. 

SPECIAL DEPARTMENTS FOR 

INCOME TAX AND EXECUTOR 
AND TRUSTEE BUSINESS 


The Bank has been a member of the Loridon Bankers’ 


Clearing House for over three-quarters of a century. 


HEAD OFFICE: 13-17 OLD BROAD 
STREET, LONDON, E.C.2. 


253 Branches and Sub-Offices in Great Britain and treland 
AGENTS AND CORRESPONDENTS THROUGHOUT THE WORLD 





HENRY ANSBACHER 


& CO. 
Bankers 


117 BISHOPSGATE * LONDON - EC2 


Telephone :. Avenue 1030 


Telegrams : Ansbacher, London 


All enquiries relating to EIRE should be 
addressed to 


ANSBACHER & CO., LTD. 
85 Merrion Square, Dublin, EIRE 





BRITISH AND FRENCH BANK | 














THE ECONOMIST, JUNE 20, 195) 


United Dominions 
Trust Limited 


Bankers 
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Regis House, King William St., London, E.C.4 
Telephone: MANsion House 8744 


ASSOCIATE COMPANIES IN 
SOUTH AFRICA SOUTHERN RHODESIA 
NEW ZEALAND NORTHERN RHODESIA 


Ss eS oo. ol le CK ED oo. 


(FOR COMMERCE & INDUSTRY) 


LIMITED 
Capital: £1,000,000. Subscribed and paid: £750,000. 


IMRIE HOUSE, 33-36, KING WILLIAM STREET, 
LONDON, E.C.4. 
Telephone: MANSION HOUSE 5678. 
BRANCH AT LAGOS, NIGERIA 
* 

A MEMBER OF THE B.N.C,I. GROUP 
BANQUE NATIONALE POUR LE COMMERCE ET 
L’INDUSTRIE. 

BANQUE NATIONALE POUR LE COMMERCE ET 
WINDUSTRIE (AFRIQUE). 

CREDIT FONCIER DE MADAGASCAR ET DE LA 

REUNION 
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CREDIT D’ORIENT, CAIRO. 


BANCO DEL ATLANTICO, MEXICO D-F. 
BANQUE POUR LE COMMERCE INTERNATIONAL 
S.A., BASLE. 

PANAMA BANK & TRUST CO. INC., PANAMA 


The Bank through its Associated Banks offers banking facilities throughout | 
ween France, Algeria, Tunisia, Saeco, “8 Tangier, Syria, The 
Lebanon, French. West and Equatorial Africa, Madagascar and Revoiom = if 
French West indies, French Indo-China, at Congo, Egypt, Mexico, 
Panama, Switzerland and 
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have remained substantially in excess of their statutory 
obligations ; but the raising of the statutory reserve 
ratios for the first time in August, 1952, and again in 
May, 1953—together with the banks’ brief experience 
of severe stringency in early 1952, and the informal con- 
trol exercised by the monetary authorities by means of 
“ eonsuliations ” with the trading banks—have contri- 
buted towards the cautious attitude to advances shown 
in recent months. Only slight reliance, however, was 
put upon the interest weapon. The maximum rate pay- 
able on deposits by building societies was raised to 34 
per cent (for the longest-term deposits), and by the end 
of 1952 the yields on New Zealand Government securi- 
ties had come into line with those of other sterling area 
Governments—after being as much as 4 per cent lower 
than those of comparable stocks in other sterling 
countries a year earlier. But the New Zealand authori- 
ties showed evident reluctance in this upward adjust- 
ment of rates on governmental and other public loans. 
Their hesitancy in this respect—beside which the 
tactics of the Australian authorities appear almost bold 
and unequivocal—not unnaturally resulted in the under- 
subscription of several such loans. 


* 


In South Africa, too, the first half of 1952 saw a 
large external current deficit, followed by an improve- 
ment in the second half of the year ; and here, likewise, 
there were sympathetic—though much less violent— 
fluctuations in the domestic supply of money. Bank 
deposits fell from £379 million in December, 1951, to 
{362 million in May, 1952, and then recovered to £394 
million in December, 1952. Advances fell almost con- 
tinuously during the period, from {£205 million in 
December, 1951, to £184 million in December, 1952. 
This contraction in advances was associated with a rise 
in interest rates to relatively high levels. The redis- 
count rate of the Reserve Bank was raised from 3} to 
4 per cent in March, 1952, involving a simultaneous 
increase in the commercial banks’ overdraft rates from 
§ to §} per cent and appropriate increases in the rest 
of the interest rate structure ; whilst in August, 1952, 
the rates paid on fixed deposits by the commercial banks, 
and the rate on six-month and twelve-month Treasury 
bills were raised further. Bill rates were again increased 
in May, 1953. 

These changes represented a more definite step 
towards monetary orthodoxy than anything that 
occurred in the other Southern Dominions. Neverthe- 
less, in South Africa as in Australia and New Zealand, 
some cushioning of thé impact of the external deficit 
upon the liquidity of the banking system was felt to 
be necessary during the first half of 1952. One way in 
which this relief was secured was by means of sub- 
stantial rediscounting of commercial and Treasury bills 
at the Reserve Bank. This resort to such an orthodox 
method of relieving a credit stringency is worth noting, 
#s rediscounts at the South African Reserve Bank have 
Rot often reached any substantial scale. Another— 
though later—point of interest in South African bank- 
mg technique is that the improvement in the balance 


871 
of payments in the second half of 1952, and the simul- 
taneous re-expansion of the deposits of the commercial 
banks, led these banks substantially to increase the 
volume of their funds held with the National Finance 
Corporation—a reflection, presumably, of the check 
administered to demands for advances. Bank funds 
deposited with the Corporation reached a peak of £204 
million in August,. 1952, in which month the interest 
paid on such balances was raised from 1} to 13 per 
cent. This experience seems to indicate that the Union 
is having some success in developing a rudimentary call 
loan market. 

In India, the movement towards monetary orthodoxy 
was at least as marked as in South Africa. During 1952 
interest rates in India were stiffened considerably. The 
issue of Treasury bills was revived in September, 1952 
(after a lapse since December, 1949), and the average 
rate of discount on them rose subsequently from just 
over 2 per cent to nearly 2.35 per cent by the end of 
January, 1953. The effects of the stiffer monetary 
policy, which began with the raising of Bank rate to 
33 per cent in November, 1951, were having their full 
impact upon the Indian economy at the same time as 


INTEREST RATES IN CERTAIN STERLING COUNTRIES 













month on savings 























Treasury bank deposits 
bill rate deposits with 
rela: 
banks 
Bnd | Rod End | End | End | End | End | Bnd | End | End 


195} | 1952].1951 | 1952} 1951 1952} 1951 | 195271951 | 1952 








United Kingdom ..... 2 2) 2 - 
South Africa......... ay 3 i lk 
SES 2 2 2 | & 
New Zealand. ........ 2} 2i 2 ; 
Australia .....sccccs 2 ..-¢:} 2 

Seis cae nates 38) 2 


* In New Zealand. + In Australia. ~ Rate for six-month bills; no rate issued 
for three-month bills until May, 1953, when it was fixed at 1j per cent and rate for 
six-month bills raised to 2 per cent. § Minimum 


it was feeling the force of the fall in export receipts. 
Total deposits of the scheduled banks fell from 
Rs. 872 crores in December, 1951, to Rs. 848 crores in 
May, 1952, but they recovered slightly to Rs. 853 
crotes by December, 1952. As in other dominions, 
however, some relief was given from the pressure 
upon domestic liquidity occasioned by the overseas 
deficit. This was achieved by the rediscounting by 
the Reserve Bank of usance promissory notes or 
bills drawn and payable in India. This departure 
has proved to be an outstanding success in its first 
year of operation. During this period Rs. 814 crores 
were advanced by the Reserve Bank by discounts 
at 4 per cent below Bank rate. The granting of these 
rediscount facilities (made available for a much wider 
range of bills than had previously been accepted) not 
only. provided an effective way of relieving the strain on 
liquidity caused by the external deficit, and especially 
the seasonal strain, but .constituted a means whereby 
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the Reserve Bank could effectively make its policy 
known and felt through the short-term money market. 

It is interesting to note that during 1952 such a finan- 
cially undeveloped country as Pakistan followed India’s 
example in providing wider rediscounting facilities ; by 
the end of the year some Rs. 17 crores of advances upon 
commercial bills had been sanctioned by the central 
bank. The decline in export proceeds in 1952 was even 
more serious in Pakistan than in India, partly because 
of the overvaluation of Pakistan’s rupee at present 
export prices. Despite the maintenance (that is, the 
subsidisation) of the prices paid to primary producers 
by the Government of Pakistan, bank deposits in 
Pakistan declined from Rs. 150 crores at the end of 
1951 to Rs. 140 crores at the end of 1952 and there was 
considerable stringency in the money market. The 
scheduled banks’ borrowings from the central bank rose 
to Rs. 13 crores at the end of June, 1952, and then 
declined up to November, 1952, after which they 
increased again with the onset of the busy season. In 
the early months of 1953 the drain on Pakistan’s foreign 
reserves had become so severe that the government 
resorted to the highly unusual step of ceasing to publish 
figures for them. 

In Ceylon; the drastic fall in export receipts led to a 
decline of Rs. 375 million to Rs. 837 million in external 
assets during 1952, but an expansion of Rs. 217 million 
in bank credit extended to the government sector went 
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far towards offsetting the effects of this decline upon 
the domestic credit situation. Even so, bunk deposits 
fell from Rs. 817 million to Rs. 725 million during the 
year. The cheap money policy was main ained, ang 
the very low yields on long-term Government securiti 
(at 3 per cent) and on Treasury bills (at just under 1 per 
cent) rose only fractionally in 1952. 


* 


In ‘sum, there have been signs that many of the 
Commonwealth countries have, in different ways, and 
with varying degrees of conviction, been feeling their 
way towards techniques suitable for their particular ep. 
vironments. Now that the period of general “ cheap 
money ” policies seems to have passed, conditions jg 
these countries—in view especially of the wider markey 
for government securities and the growing diversif. 
cation of their economies—may be more favourabk 
than ever before to the growth of central banking com 
trol by rediscounting and open market operations, At 
the very least, there can be no excuse for their being 
lulled into any easy and complacent scepticism abou 
the usefulness of monetary weapons based upon mis- 
reading of their experience im the very different sitv- 
ation in the 1930s—or even of the very special con- 
ditions of the late war and immediate postwar periods. 





THE 


BRITISH BANK OF 
THE MIDDLE EAST 


(Formerly The British Bank of Iran & The Middle East). 
LONDON (HEAD OFFICE) 
Established by Royal Charter 1889 
Capital paid up £1,000,000 
£1,250,000 


Reserve 


BRANCHES: 


IRAQ JORDAN 


Baghdad, Basra. 


SAUDI ARABIA 
Amman. Alkhobar (for Dhahran), Dammam, 
Jeddah. 


PERSIAN GULF. 
Bahrain, Dubai, Kuwait (and Ahmadi), 
Muscat, Sharjah. 


SYRIA 


Damascus, Aleppo. 


LEBANON 
Beirut, Ras-Beirut, Aden. 
‘Tripoli. 


ADEN COLONY LIBYA 


Tripoli, 














BANK 
LEUMI LE-ISRAEL».x.| 
THE 
ANGLO-PALESTINE BANK 


General Management: Tel-Aviv 
41 Branches throughout Israc! 


New York Representation : 
20, PINE STREET, NEW YORK 5. 
Representative for Continental Europ: 
BLEICHERWEG I. (am PARADEPL 4! 7), 
ZURICH. 
London Office : 
6, GRACECHURCH STREET, §.C.3 


Affiliation : 
The Baak Leumi Le-Israel Trust Company, Limited, | el-Aviv 
The Trust Company undertakes the usual Trustee and Execu'”: Business 
* 2 é ———" 
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WATER ” ESSENTIAL FOR CIVILIZATION From the very beginning of civilization, the well-being of 


all peoples has depended upon the availability of clean, fresh water. Today adequate 
quantities of drinkable water are of increasing importance for domestic, industrial and 
agricultural activities. As this basic condition cannot always be met on the spot, the 
necessity often arises to build water plants at a distance from towns and villages for 
the provision of a piped supply. 

Here again, the unique features of the Mannesmann Steel Tube have opened up new 
opportunities. That is why extended piping systems made up of Mannesmann steel 
tubes are being operated in so many areas throughout the world. 

Mannesmann design, manufacture and install: 

Long-Distance Water Transmission Lines, made up of 

Seamless or Welded Steel Spigot & Faucet Tubes 

Service Connections and Plumbing Systems 

Hydraulic Pipes and Penstocks, made up of Seamless or Welded Steel Tubes 


MANNESMANN-EXPORT casn DUSSELDORF 
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to pack 200 bagpipes? 


What a performance you would find it—a task to make 
any man puff! But Remploy’s group known as P.I.P. 
(Preservation, Identification, Packaging) can tackle 
the most difficult pieces with the verve of virtuosi. 
Apart from their mastery of the bagpipes, they have 
packed thousands of items as various as road rollers, 
needles, radar equipment, knives and forks, sponges. 
Identification is carried through every stage of the 
successive packings. Where necessary, packings are 


Remploys 


PRESERVATION 
IDENTIFICATION 


PACKAGING 





tested for resistance to heat, moisture, vibration, 
dropping—and even dropping from the air. If you 
have a problem of this sort, put it to P.J.P. From the 
design of a prototype pack to the final packing for 
dispatch, P.I.P. knows the answers. 

Remploy’s P.I.P. organisation, the largest of its kind 
in the U.K., has 13 factories throughout the country. 
These provide everything for a complete packaging 
service —bag liners and cartons to giant packing cas’. 


pack anything 


REMPLOY LIMITED, 25/28 BUCKINGHAM GATE, LONDON; S.W:! 


* 
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66 O-ho”’ said the G.M.., 4 


‘of all the..." 


* Beg your pardon sir, 
I couldn’ t resist 









you've looked so much 
more efficient since you had 
yours, sir” “Well Pil be— 
m’m, perhaps there’s 
something in what 
you say, Brown — 
> now be off with 
you and get me 
Clerkenwell 3192.”° 





THE TAN-SAD CHAIR CO. (1931) LTD. 
Postural Seating Specialists 
AVERY HOUSE, CLERKENWELL GREEN, LONDON, E.C.! 
Telephone: CLErkenwell 3192/3. 








PRIVATE TREATMENT 
in ILLNESS 
NO FINANCIAL WORRY 


| smieeo on 


ay 


[In the event of serious illness or operation many 
people want private advice and treatment for them- 
| selves and their families, but are afraid of the cost. 
B.U.P.A. offers an inexpensive solution. For a very 
. reasonable annual subscription, the Association pays 
r ail or a major part of the cost of private nursing home, 
hospital, and specialist treatment, members being 
d cz* rely free to make their own arrangements. 
he Association’s sole aim is to assist its members; 
it is entirely non-profit-making. _ 
Attractive special schemes are available for Staff 
Groups. 


Send postcard for brochure to : 


THE BRITISH UNITED 
PROVIDENT ASSOCIATION 


President: The Viscount Nuffield, G.B.E., F.R.S. 
61 BARTHOLOMEW CLOSE (Dept.1/40), LONDON, E.C.I 
Le SS 
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Switzerland’s biggest city, renowned alike 

as a financial centse and for its silk industry, 

is very proud of St. Peter's Church, which 

dates from the 13th century. The 29-foot 

gilt dial is reputed to. be. the largest of its 
kind in Europe. 


that the Union Bank ot Switzerland in 
Zurich is a most dependable banking 
organization with long and varied experi- 


ence, always prepared to give prompt and 
efficient service. 


UNION BANK 
OF SWITZERLAND 


HEAD OFFICE: ZURICH, Bahnhofstrasse 45 


UNION DE BANQUES SUISSES 
SCHWEIZERISCHE BANKGESELLSCHAFT 
OVER 30 BRANCHES THROUGHOUT SWITZERLAND 


Capital; fully paid ......................7.Swied Franes 80,000,009 
I aes sso ncivcnpnnsvcennyesiances Swiss Franes 60,000,033 
RE RAND cin ccacacocdccecocsbbecéseusens Swiss Francs 2,023,501,709 


Cable Address for all Offices and Branches: 
BANKUNION 








When Figures Are All-Important... 


... smart shippers Save money on transportation! 
Average cost of handling general cargo in 
United States ports per gang hour is $1.46 per 
M/T (Measurement/Ton). Cost in the Port 
of New Orleans is only $1.05 per M/T . . . less 
than any other major port! This is one reason 





Wharves parallel to the stream 
are designed for shipside efficiency 





why New Orleans was declared by the U. S. 
Army to be America’s most efficient port. 


Ship New Orleans... 
Port of All-Important Savings 





CHECK ALL THESE ADVANTAGES: 
Ample supply of friendly labor 


® Favorable location for trade with entire 


Mid-Continent area of the United States 


* Foreign Trade Zone No. 2 
® No lighterage needed 
* Ample handling equipment for all types 


of cargo 
Connecting network of rail, truck, barge, 
air transport 


e Ample marginal wharfage 
e International House and International 


Trade Mart facilitating foreign trade 


WRITE in confidence for detailed information to: 


BOARD OF COMMISSIONERS 
OF THE PORT OF NEW ORLEANS 
2 CANAL STREET, NEW ORLEANS, LA., U. S. A. 
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-colour ribbon . 


stencil cutting device 


< 


the world’s 
most advanced 
of a standard 


shift 
surprisingly speedy with the touch of 


of the lightest portable 

Weight 8 Ibs. . 

an office typewriter 

Price £28.15.0d. 

BRITISH OLIVETT! LTD 

10 BERKELEY SQUARE LONDON W 1 
FACTORY: SUMMERLEE STREET GLASGOW E 2 


personal touch tuning 


key set tabuldtor. 
basket 


the performance 
the advantages 


standard bi 
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To please your family 
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your pride and your pocket 


it mustbea CONSUL 





WINNER OF THE 1953 MONTE CARLO RALLY. 


The 4-cylinder Consul combines the liveliness of a sports 
car, the comfort of a limousine, and remarkable economy 
in running costs. The big bench seats will take your 
family in comfort. Women love the clean modern lines 
of the Consul. Of course, if you want all this and more 
your choice is the Zephyr-6. Your Ford Dealer will gladly 
give you details of each— and of the finance facilities 
for both. 


Tat LATE HON6 GEORGE Vi 
5080 MOTOR CUMPART (70. 
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Visitors to Britain requiring cars for ¢1- 
port may order them for early delivery 
without payment of Purchase Tar from 
any Ford Main Dealer or from Expor' 
Department at our Showrooms, 88 Regent 
Street, London, W.1; (Regent-7272). 


CONSUL £470 Pius P.T. £196.19.2 ZEPHYR-6 £532 Plus P.T, £222.15.10 


barrows Sora ‘d-Star’ Motoring % % % & & The best at lowest cost 








